TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS, 1952 


WEDNESDAY, APRIL 11, 1951 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 

The subcommittee met at 2:30 p. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Harley M. Kilgore (chairman of the sub- 
committee) presiding. 

Present: Senators Kilgore, Hayden, Ecton, and Saltonstall. 

Senator Kitcorr. The committee will come to order. This after- 
noon we will hear the Bureau of Accounts. 


TREASURY DEPARTMENT 
BurEeAu oF AccouNTs 


STATEMENTS OF R. W. MAXWELL, COMMISSIONER OF ACCOUNTS; 
G. L. CAKE, ASSOCIATE COMMISSIONER; H. R. GEARHART, 
DEPUTY COMMISSIONER; W. E. BARKER, JR., ADMINISTRATIVE 
ASSISTANT; AND R. E. SMITH, BUDGET OFFICER. 


SALARIES AND EXPENSES 
General Statement 


Senator Kircore. Mr. Maxwell, do you have a prepared state- 
ment? 

Mr. Maxwe ut. Yes, Mr. Chairman. 

Senator Kirgore. I wonder if you would want to file your pre- 
pared statement and just high light it verbally? 

Mr. Maxwe tu. I will be glad to do that. 

(The statement referred to follows:) 


INTRODUCTORY STATEMENT OF Ropert W. MAXWELL, COMMISSIONER OF 
ACCOUNTS 


The Bureau of Accounts is one of the three bureaus in the Fiscal Service under 
the direction of the Fiscal Assistant Secretary. The Bureau is responsible for 
various functions and activities necessary to the fiscal operations of the Govern- 
ment, such as (1) the issuance of warrants and the maintenance of central ap- 
propriation accounts of the Government; (2) the approval of contract bonds and 
fidelity bonds for certain Government officers; (3) the arranging of facilities for 
receiving Government collections, including the reimbursement to Federal Re- 
serve banks for handling withheld taxes; (4) investment of trust funds; (5) ar- 
ranging for loans to Government corporations and agencies as authorized by law, 
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and (6) the development of new procedures to comply with new legislation of 
fiscal requirements. The volume of work under these fiscal operations relating 
to other departments and agencies is not subject to the administrative control 
of the Bureau or the Treasury Department. 

The Bureau also handles matters relating to foreign governments, public 
creditors, and other claimants such as (1) the processing of claims under interna- 
tional agreements and certain other claims against the United States; (2) the 
billing and collecting from foreign governments, and (3) making payments by 
check or cash to creditors of the United States. Likewise, the volume of this 
type of work is not subject to the control of the Bureau. 

The administrative expenses covering these activities are paid from two appro- 
priations made to the Bureau. The appropriation to cover the payment of Gov- 
ernment obligations by the Division of Disbursement will be justified by Mr. 
Paul D. Banning, Chief Disbursing Officer. 

The administrative expenses for the other activities of the Bureau are paid 
from the appropriation “Salaries and expenses, Bureau of Accounts.” The 
appropriation bill for 1952, H. R. 3282, included $1,850,000 for this appropriation. 
The amount is $245,000 less than the estimate of $2,095,000 as submitted to 
the Congress, and $240,000 less than the amount available for the fiscal year 1951. 

In the face of a slight increase in the volume of work for 1952 over 1951, any 
reduction of the appropriation under the amount estimated for the fiseal year 
1952 cannot be effected without serious consequences to the work of the Bureau 
which it is required to perform under existing legislation. About one-half of the 
appropriation covers nonpersonal expenses, such as the reimbursement to the 
Federal Reserve banks, the printing of statements required by law and other 
fixed nonpersonal charges. It would, therefore, be necessary to apply the greater 
portion of the reduction of $245,000 to personal services, causing a reduction of 
personnel from 231 employees to approximately 190. 

Such a reduction of personnel would not permit the Bureau to maintain its 
work on a current basis. Delays cause increased correspondence or personal 
inquiries from Government agencies or from claimants, their attorneys or other 
representatives who follow up on their cases, which cause additional adminis- 
trative expense to the Government. The difficulty of absorbing this reduction 
in the appropriation may be seen from a further review of the major functions of 
the Bureau and the nature of the expenditures made from this appropriation. 

1. The largest item chargeable to the appropriation is $936,500 for the super- 
vision of the withheld tax depositary system. This amount includes $863,000 
for reimbursing the Federal Reserve banks for their expenses in processing with- 
held income and social-security taxes. Employers outside the Government are 
required to remit the taxes which they have withheld from their employees’ 
wages to a designated depositary or directly to a Federal Reserve bank. These 
collections must be processed promptly for credit to the Treasurer of the United 
States and the Federal Reserve banks must be reimbursed for their expenses in 
processing these items as agents of the Treasury. 

2. Under the act of July 31, 1894, and the Accounting and Procedure Act of 
1950, the Bureau maintains central accounts relating to receipts, expenditures, 
and appropriations for all Government agencies, except the postal service. It 
issues appropriation warrants covering amounts appropriated by the Congress 
and advances funds to disbursing officers for payment of Government obligations. 
The volume of work to be performed in connection with the maintenance of these 
accounts depends entirely upon the number of transactions to be handled for 
Government agencies, including defense activities. Since January 1, 1951, when 
a similar set of accounts was discontinued in the General Accounting Office, these 
are the only complete control records of appropriations. Unless this work is 
performed currently, the fiscal transactions of other Government agencies are 
adversely affected. 

3. Under the provisions of the act of July 31, 1894 the Secretary of the Treasury 
is required to submit to Congress an annual report at the beginning of each regular 
session showing the receipts and expenditures | for each separate appropriate 
appropriation. This report is compiled for the Secretary of the Treasury by the 
Bureau, which obtains the data from its control accounts. This annual combined 
statement of receipts, expenditures and balances of the United States Govern- 
ment, is the only basic source of published information, which shows a complete 
record of the Government receipts and expenditures by account and appropria- 
tion. The combined statement is used by the Bureau of the Budget in compilation 
and preparation of the annual budget document, and by other offices. The 
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Bureau of Accounts also compiles a considerable portion of the financial data for 
the Treasury daily statement, the Secretary’s annual report on the state of the 
finances and current special and regular financial statements, for Members of 
Congress and officials of the executive branches of the Government. 

4. Arrangements for establishing banking facilities for the new Government 
activities are worked out by the Bureau. Because of the expanded military 
operations, this work has been increasing and additional work is expected. 

5. Contract bonds obtained to assure performance by Government contractors, 
fidelity bonds for certifying officers and bonds for certain accountable officers of 
the Government are referred to the Bureau of Accounts for approval. It is 
expected that because of the increase in Government expenditures for defense 
contracts, there will be some increase in this type of work during the fiscal year 
1952. 

6. The Bureau mainiains the accounts for the amounts deposited by each 
State in the unemployment trust fund and must promptly remit to the States 
the amounts which they may requisition therefrom. The investment of this trust 
fund and other trust funds such as the Federal old-age and survivors insurance 
trust fund, is handled by this Bureau. It also processes claims under the Govern- 
ment Losses in Shipment Act, does the administrative accounting and processing 
of claims settled or cleared by the General Accounting Office, such as those paid 
under private relief acts, judgment damage claims, and certified claims. It also 
processes and makes payment to claimants under international agreements. 

7. The billing of foreign governments and collection of amounts due the United 
States under lend-lease and surplus property sales agreements must be processed 
promptly. 

8. Since December 1947, the Treasury Department has been participating with 
the General Accounting Office and the Bureau of the Budget on a joint program 
to improve and standardize the Government’s extensive accounting operations. 
The accounting staff within the Bureau has the responsibility of pariicipating 
with the General Accounting Office and the Bureau of the Budget in the joint 
accounting studies. The work involves development of new accourting pro- 
cedures in connection with new legislation, in making ceriain appraisals required 
by law. The Budget and Accounting Procedures Act of 1950 was desizned to 
bring about fundamental changes for improvement and economy in the Govern- 
ment’s budgeting, accounting, financial reporting, and auditing. It is the founda- 
tion in law for the continuance on a permanent basis of the joint accounting im- 
provement program. The legislation places new and special duties on the 
Treasury Department, particularly that of preparing centrally useful over-all 
reports of the Government. The accounting staff of the Bureau will perform the 
work in connection with implementing from the departmental standpoint these 
and other special responsibilities placed on the Secretary of the Treasury by the 
new law. 





The fiscal committees of the Congress were recently furnished with a compre- 
hensive report showing the progress being made under the joint accounting im- 
provement program. The progress report is indicative of the important work 
and gains in all fields of accounting, financial reporting, and auditing which are 
being accomplished by the Bureau’s accounting staff in conjunction with staffs 
of the General Accounting Office and the Bureau of the Budget. Committees 
and individual Members of the Congress, as well as their staffs, have on a number 
of occasions expressed interest in and support of the program. 

To curtail this activity of the Bureau because of a drastic reduction in appro- 
priation would seriously retard the accounting program and the Government would 
lose the advantage of even greater improvements and economies, as much of the 
staff work results in permanent long-range savings through the improvement and 
simplification of accounting and related fiscal procedure, both in the Treasury 
Department and as a Government-wide matter. 

The number of employees in the Bureau of Accounts has already been reduced 
to a minimum because of management improvements and reductions in force in 
prior years, and in view of the prospect of increased work due to the defense pro- 
gram, it will therefore not be possible to further reduce the personnel without 
impairing the Bureau’s ability to carry out the responsibilities required of it under 
existing law. The amount contained in our appropriation estimate of $2,095,000 
will provide the minimum necessary to accomplish the Bureau’s responsibility 
under the law, and it is earnestly requested that your committee carefully examine 
our estimate with a view toward restoring the amount originally requested. 
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LANGUAGE CHANGES 


_At an appropriate time in the hearings I would like to make a request for a 
slight change in the appropriation language which was not included in the original 
estimate as submitted to the House. 


JUSTIFICATION AND STANDARD CLASSIFICATION SCHEDULE 


Senator Kircore. Before you discuss your statement, we will insert 
in the record the Standard Classification Schedule, the amendments 
requested, and the justification data on the 1952 estimates. 

(The material referred to follows:) 


SALARIES AND EXPENSEs, BuREAU oF ACCOUNTS 


Standard classification schedule 


| Increase (+) | Increase (+) 
| Amount | decrease (—) | decrease (—) 

















Standard classification a haa en, recommended 1952 estimate | bill com- 
os | by House | compared | pared with 
| with 1951 estimate 
iil | i heise | aia Sadao 
Personal] services : | | $1,021, 750 | $860, 052 | +$16, 000 | —$161, 698 
Travel a ee | 2, 750 1, 500 | 0 —1, 250 
Transportation of things , 125 | 2, 125 | 2,000 | 0 —125 
Communication services 5, 500 5, 500 | 5, 500 | 0 0 
Rents and utility services 24, 948 | 24, 948 | 24, 948 | 0 0 
Printing and reproduction _.----| 145, 500 159, 500 159, 500 | +14, 000 0 
Other contractual services an 3, 000 3,000 | 2, 500 | 0 —500 
Reimbursements to Federal 
Reserve banks te sal 888, 000 863, 000 788, 000 — 25, 000 —75, 000 
Supplies and materials ; 7,000 | 7,000 | 6, 000 | 0 —1,000 
Equipment s 5, 427 5, 427 | 0 | 0 | —5, 427 
Total appropriation or es- | | | | | 
timate__. -.------| 2,090,000 | 2, 095, 000 | 1, 850, 000 +5, 000 —245, 000 
SALARIES AND EXPENSES, BuREAU OF ACCOUNTS 


(Estimate 1952, $2,095,000; 1951 act $2,100,000) 
(House hearings, p. 73) 
(Bill, p. 2, line 12) 


Page 2, line 14, strike out $1,850,000” and insert in lieu thereof “$2,095,000”; 
and line 16 strike out ‘‘withheld”’. 
HOUSE ACTION 


H. R. 3282 providing funds for the operations of the Treasury Department 
for 1952, as passed by the House, provided $1,850,000 under the head “Salaries 
and expenses, Bureau of Accounts.’’ This amount is $245,000 less than the 
estimate as submitted to Congress. 

The report of the Treasury-Post Office Subcommittee recommended a reduc- 
tion of $45,000. The comments of the committee as contained in their report on 
the bill are as follows: 

“Two million fifty thousand dollars has been approved for the appropriation 
title ‘Salaries and Expenses, Bureau of Accounts,’ which is $40,000 less than the 
amount appropriated in 1951 less the reduction of $10,000 under section 1214. 
Adjustments in this appropriation estimate bring the appropriation base for 1952 
down to $2,064,825 which is only $14,825 more than the amount approved by the 
committee for next year, and isso small in relation to the total appropriation that 
it is believed this amount can be easily absorbed without interfering with any of 
the Bureau's programs. 

“‘Considerable testimony on improvement of accounting procedures and prac- 
tices was taken by the committee when this Bureau appeared before it, because 
the Bureau of Accounts, in addition to its regular accounting and auditing duties 
for the Department, has important work to perform in connection with the 
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cooperative program of the Secretary of the Treasury, the Director of the Bureau 
of the Budget and the Comptroller General to improve accounting in the Federal 
Government. 

“In addition to making studies within the Bureau itself to effect economies and 
improve accounting procedures and processes along modern business lines, the 
Bureau, in cooperation with the accounting staffs of the bureaus concerned and the 
General Accounting Office, is currently making surveys of the entire accounting 
and budgetary systems of the Bureau of Customs and Coast Guard to determine 
what improvements should be put into effect to improve all of their fiscal opera- 
tions. A cooperative survey of the financing and operations of the Bureau of 
Engraving and Printing has just been completed for the purpose of recommending 
the adoption of a business type budget and cost accounting procedures for that 
Bureau. 

“The committee has been vitally interested in improving the accounting and 
budgetary procedures of the entire Federal Government and has encouraged the 
adoption of modern accounting methods by allowing ample funds in the past for 
management sul veys and improved accounting programs including the installation 
of modern electronic tabulating and computing equipment wherever it was justified. 
The committee will continue its interest in these improvement programs, but at 
the same time does not believe any additional funds are needed by the Bureau of 
Accounts for this purpose in 1952 because the Bureau has received significant 
increases in its annual appropriations during the past 3 years.” 





JUSTIFICATION 


The original appropriation estimate in the amount of $2,095,000 represents an 
increase of $5,000 over the amounts available for the fiscal year 1951, which was 
made up of the following items: 

(a) For increased cost of printing $14,000. The Government Printing Office 
advised in writing that certain printing costs will increase from $56,000 to $70,000. 
This does not include a 50 pereent increase in the cost of envelopes and other 
additional costs for supplies due to the rising prices which developed after esti- 
mates were submitted and are not included in the $2,095,000 requested. 

(b) For within-grade salary promotions as required by Public Law 200, Seventy- 
seventh Congress, approved August 1, 1941, entitled ““An Act to amend the 
Classification Act of 1923, as amended,”’ $12,175. 

(c) For 1 day’s pay of emplovees (the fiscal year 1952 having one more work 
day than 1951), $4,000. 

(d) For three additional employees for the Division of Deposits, $9,925, needed 
on account of an increase in work resulting from the defense activities. 

These amounts totaling $40,100 added to the 1951 appropriation of $2,090,000 
(net of reduction under see. 1214 of 1951 Appropriation Act) make the sum of 
$2,130,100. However, it is anticipated that a saving of $35,100 can be made by 
improved procedures so that all of the increase except $5,000 can be absorbed, 

The Bureau of Accounts is a service organization whose volume of work cannot 
be controlled by the Bureau or the Treasury and it cannot therefore curtail or 
reduce its essential activities. In view of the nature of the work of the Bureau 
of Accounts and considering that about one-half of the appropriation for the 
Bureau covers fixed charges, such as reimbursements to Federal Reserve banks 
to cover their expenses of handling deposit of withheld tax, rental of accounting 
machines, printing of the Combined Statement, and similar nonpersonal items, 
the Bureau will be unable to absorb a reduction of $245,000 without serious con- 
sequences to the work which it is required to perform under existing laws. Since 
it is not possible to change these nonpersonal expenses to any material extent, if 
the volume of items does not decrease, the only place a reduction of this magni- 
tude could be applied would be to personal services. Such action would seri- 
ously impair the services to be performed by the Bureau and would require a 
reduction of at least 41 employees out of a total of only 231. If the Bureau were 
required, because of lack of funds, to reduce its employees from 231 to approxi- 
mately 190, most of its funetions could not be completely performed. 

If funds are not available to employ personnel to handle the work, it causes a 
backlog which can only be cleared by obtaining additional funds for the necessary 
personnel. Backlogs could severely hamper the operations of other Government 
agencies since a majority of the Bureau’s operations are Government-wide in 
scope. Any backlogs or delays in processing individual claims will cause addi- 
tional searching of files and correspondence from such individuals, their attorneys, 
or other representatives. Ail of these conditions would add to the Government’s 
administrative cost. 
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The difficulty of absorbing this reduction in appropriation without serious 
consequences to the work which it is required to perform under existing laws 
may be seen from a review of the major functions of the Bureau of Accounts and 
the nature of the expenditures made from this appropriation. 

Under the act of July 31, 1894, and reaffirmed by the Accounting and Pro- 
cedures Act of 1950, the Bureau of Accounts is required to keep the accounts of 
the Government relating to its receipts, expenditures, and appropriations. It 
has on its books the control accounts for all appropriations of all Government 
agencies except the Postal Service. It is required to record and cover into the 
Treasury all receipts; i. e., collections from the Bureau of Internal Revenue, the 
Bureau of Customs, and other Government agencies. It handles the issuance 
of-appropriation warrants and advancing of funds to Government disbursing 
officers for payment of Government obligations. Up to January 1, 1951, similar 
accounts were maintained by the General Accounting Office to facilitate the 
audit of warrants, but on that date its records were discontinued. The accounting 
records maintained by the Bureau of Accounts are now the sole complete central 
record of appropriations and receipts. The volume of this work depends entirely 
upon the number of the transactions handled for Government agencies including 
national-defense activities. 

By law, the Secretary of the Treasury submits to the Congress an annual report 
at the beginning of each regular session, showing the receipts by districts, States, 
and ports of collection, and the expenditures under each separate head of appro- 
priation. This report is compiled for the Secretary by the Bureau of Accounts, 
which obtains the data from its control accounts. The Bureau of the Budget 
uses this compilation in connection with the preparation of the annual budget. 
This compilation is the only basic source of published information which will 
show a complete record of the Government’s receipts and expenditures by account 
and appropriation. The Bureau of Accounts is called upon to prepare regular 
financial statements and compile a considerable portion of the financial data for 
the Daily Treasury Statement, the Secretary’s annual report on the state of the 
finances, and current, special, and regular statements, for Members of Congress 
and officials of the executive branch of the Government. 

The Bureau is required to perform the detail work in connection with super- 
vision of the depositary system of the United States, including the system for 
currently depositing withheld taxes. From its appropriation for salaries and 
expenses, it must reimburse the Federal Reserve banks, as fiscal agents for the 
Treasury, for their expenses in connection with receiving such deposits from tax- 
payers directly or through depositary banks and verifying credits for these 
payments subsequently claimed by such taxpayers. The number of items 
handled is entirely outside the control of the Bureau of Accounts, and sufficient 
funds must be available to cover the costs of handling these transactions. 

Likewise, the Bureau has no control of the volume of work flowing to it in 
connection with other functions, such as surety bonds, claims under the Govern- 
ment Losses in Shipment Act, investments, and payments from trust accounts 
such as the Unemployment Trust Fund. 

It also must handle the administrative accounting in connection with claims 
settled by the General Accounting Office, such as certified claims, private relief 
acts, judgments, claims for damages, refund of moneys erroneously received and 
covered, payment of unclaimed moneys, ete. 

These activities of the Bureau are service functions which must be carried on 
if the activities of other Government agencies are to continue without interruption 
or delay. The number of employees on these essential operations has already 
been reduced to a minimum because of reductions in force in prior years and in 
view of the prospect of increased work due to the defense program, it therefore 
will not be possible to further reduce this personnel. 

Since December 1947 the Treasury Department has been carrying on, with the 
General Accounting Office and Bureau of the Budget, a joint program to improve 
the Government’s extensive accounting operations. The accounting staff of the 
Bureau of Accounts is the agent of the Secretary of the Treasury in this program. 
It consists of a staff of 23 accountants and technicians, which is a relatively small 
staff when it is considered that its work has to do not only with the accounting of 
a large Department but also with many Government-wide accounting procedures. 

Last fall, the Congress enacted the Buget and Accounting Procedures Act of 
1950. This is a modern and progressive piece of legislation designed to bring 
about the most fundamental changes for improvement and economy in the 
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Government’s budgeting, accounting, financial reporting, and auditing. It is 
the foundation in law for continuance on a permanent basis of the joint accounting 
improvement program in which the Treasury Department has been engaged for 
the past several years with the General Accounting Office and Bureau of the 
Budget. The legislation places important new and special duties on the Treasury 
Department—particularly that of preparing centrally useful over-all financial 
reports of the Government. On the accounting staff of the Bureau of Accounts 
will fall largely the work of implementing, from the departmental standpoint, 
these and other special responsibilities placed on the Secretary of the Treasury 
by the new law. 

The fiscal committees of the Congress were recently furnished with a compre- 
hensive report showing the progress being made under the joint accounting im- 
provement program. ‘The progress report is indicative of the important work and 
gains in all fields of accounting, financial reporting, and auditing which are being 
accomplished by the Bureau’s accounting staff in conjunction with staffs of the 
General Accounting Office and Bureau of the Budget. Committees and individual 
Members of the Congress, as well as their staffs, have on a number of occasions 
expressed interest in and support of the program, belief in its importance as a 
fiscal matter, and satisfaction in the progress being made. 

To curtail the activities of the Bureau’s accounting staff through such a drastic 
reduction in appropriation would have serious consequences in retarding the 
program and losing the advantages of even greater improvements and economies. 
Much of the work of the staff results in permanent long-range savings through 
the improvement and simplification of accounting and related fiscal procedures 
both in the Treasury Department and as a Government-wide matter. 

The funds as requested in our estimate represent our minimum needs to accom- 
plish the'program as outlined and, therefore, it is earnestly asked that the committee 
carefully examine our estimates with a view toward providing the amount 
requested 

LANGUAGE CHANCES 


Section 205 of the Revenue Act of 1950 provides for accelerated payments of 
the quarterly installments due from corporations to cover income taxes. This 
section provides for a gradual increase during the next 4 years in the amount of 
taxes payable in the first two quarters of each tax year so that in the fifth year 
(1955) the installment payment of income taxes for corporations will be reduced 
to two payments. Income taxes will then be due in two equal installments on 
March 15 and on June 15 or the corresponding fiscal year tax-pavyment date. 
As a result, larger collections will be received during these two quarterly periods. 

To avoid undue strain in the money market that might result from immediate 
withdrawal of funds from the banking system because of these large installment 
payments of income and excess profits taxes, the Secretary of the Treasury has 
authorized, by amendment to Department Circular 92, special depositaries of 
public moneys to accept for deposit in their treasury tax and loan accounts 
amounts not to exceed the amount of checks drawn on such depositaries be 
corporations when remitting these taxes to collectors of internal revenue. The 
initial authorization was applicable to the period from March 1, 1951, to March 
31, 1951, but will also be applied to other tax periods. 

This arrangement requires the Federal Reserve banks to give special handling 
and accounting for this class of checks deposited by collectors of internal revenue 
and the issuance of special drafts. This work is not a part of the regular functions 
of the Federal Reserve banks in clearing checks and therefore it will be necessary 
to reimburse Federal Reserve banks for expenses incurred in the processing of this 
class of checks. 

There being no specific appropriation available to reimburse the Federal Reserve 
banks for expenses incurred by them in connection with special handling of install- 
ment corporation income and excess profits tax, it has been determined that such 
reimbursements are properly chargeable to the appropriation ‘‘Salaries and ex- 
penses, Bureau of Accounts.’’ In order to reimburse the Federal Reserve banks 
from this appropriation for the above-described purpose it is requested that the 
word ‘‘withheld” be deleted from the language of the appropriation. 








972 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


Analysis of appropriation base for fiscal year 1952 


(Less sec. 1214 reduction, $10,000) 





Regular appropriation, 1951 act Oi een eee a ...----- $2, 090, 000 
Supplemental appropriation for 1951___..-_------ be lnnar eee 0 
ween Bprtcariaen, t900. ooo s- So ee eae 2, 090, 000 
Reductions: 
Supervision of withheld taxes depositary system. : F 25, 000 
Maintenance of the Government’s central accounts _ _ _-_- : 10, 100 
Additions: Supervision of Federal depositary system_ er 9, 925 
Adjustment in base (net) , : : — 25, 175 
Appropriation base for 1952 < ; : ; 2, 064, 825 
Appropriation estimate for 1952 ; . 2,095, 000 
Increase over appropriation base for 1952__ 30, 175 
Increase from total appropriation, 1951____ ; + 5, 000 


ee of Seen base with Pan | estimate for 1952 





Appropriation base Appropriation esti- 
” ie 1952 : ee for 1952 Increase 
| 

Activity ee rere ornare ena eee — 

| Average Average | | Average | 

positions Amount | positions Amount | positions Amount 

| } | | 

1. Supervision of withheld taxes | 
depositary system here 3.0 $936, 369 | 3.0 | $096,502 |..........] +$133 

2. Maintenance of the Govern- | | | 
ment’s central accounts. - -__- 83.0 345, 708 | 83.0 | OO OG HF ices +4, 326 

3. Preparation of financial state- | | | 

ments of the Government. 36.0 | 231, 827 | 36.0 | DU Oe foc ces | +16, 457 

4. Administration of reporting and | | | 
accounting - - | 28. 2 | 184, 728 | 28. 2 | Se Etc ccncan +2, 836 

5. Processing investments, loans, | | 
claims, and collections 26.1 97, 086 | 26.1 | 99,113 |__..... +2, 027 

6. Supervision of the Federal de- | | | 
positary system . 20.4) 90,635] 20.4] 92,076 |... | 1,441 

7. Supervision and control of | surety | | 
SE oe ticcnaap arate RS 12.2 48, 355 12.2 | 49, 208 |._.. | +943 
8. Executive direction. ene a 22. 1 130, 117 | 22.1 | 132, AP heuce | +2, 012 

Increase over ht SER | | 
base. : 231.0 | 2,064, 825 231.0 | 2,095,000 |..........| 4-30, 175 
Adjustment in base (net)_.__- eRe ae +25, 175 | | —25, 175 

Total, appropriation 1951 and | 
appropriation estimate 1952_|_....__. 2, 090, 000 231.0 | 2,095, 000 |. | +-5, 000 
— — ~ —— — ES 





BUREAU OF ACCOUNTS, SALARIES AND EXPENSES 
GENERAL STATEMENT 


The Bureau is responsible for a variety of fiscal functions relating to (1) control 
of appropriations made by the Congress to the various departments and estab- 
lishments through the issuance of warrants; (2) maintenance of the central ac- 
counts of the Government relating to receipts, expenditures, and appropriations; 
(3) covering of moneys into the Treasury and authorizing their withdrawal 
therefrom; (4) preparation of annual report to the Congress relating to the re- 
ceipts, appropriations, and expenditures of the Government, and other financial 
statements; (5) performing disbursing functions including certain collections for the 
civil establishments of the executive branch of the Government except postal 
service and United States marshals; (6) handling accounts and payment of claims 
in connection with uncurrent and stale checks; (7) handling claims and issuance 
of substitute checks for entire Government service; (8) issuance of United States 
savings bonds to Federal employees under the payroll savings plan; (9) super- 
vision of the Federal depositary system including deposit of withheld income and 
social-security tax; (10) administration of the Government Losses in Shipment 
Act; (11) approval of surety bonds and determination of underwriting qualifica- 
tions of surety companies authorized to do business with the United States; 
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(12) handling investments of various trust funds for which the Seeretary of the 

Treasury is responsible; (13) supervision of Treasury accounting and participation 

in over-all accounting and reporting procedures for the entire Government service: 

(14) annual appraisal of Commodity Credit Corporation; (15) accounting and bill- 

ing for lend-lease articles transferred to foreign governments; and (16) payment 

of international claims, 
LANGUAGE CHANGES 


Public Law 830, Eighty-first Congress, approved September 23, 1950, section 
6 (a) and section 7 (b), repeals prior legislation which required specific authority 
for printing and binding and personal services in the District of Columbia. There- 
fore, the words “‘in the District of Columbia and printing and binding’’ have been 
deleted from the appropriation language. 


EXPLANATION OF ESTIMATES BY ACTIVITY 
1. Supervision of withheld taxes depositary system (increase, $133) 


Under the Current Tax Payment Act of June 9, 1943 (26 U.S. C. 1631), em- 
ployers are required to withhold from the wages of employees amounts to be 
applied to their income-tax liability. The act also provides that where the total 
amount of tax withheld by a single employer amounts to $100 or more monthly, 
such amounts must be deposited monthly in a Government depositary, i. e., a 
Federal Reserve bank or other bank designated for that purpose. The greater 
part of the work of collecting withheld taxes is performed by the Federal Reserve 
banks as fiscal agents of the Treasury Department, and involves designation of 
qualified depositaries to receive funds, receiving remittances of withheld taxes 
and maintaining records thereof; balancing depositary receipts received from 
collectors of internal revenue with corresponding copies received from depositors. 
By this procedure of paying income tax currently, the Treasury gets the earlier 
use of the money, which is estimated to be worth in excess of $9,000,000 annually, 
calculated at the lowest rate of interest currently paid on marketable obligations. 

Prior to January 1, 1950, the requirement to make monthly payments to the 
Treasury, through designated depositary, applied only to withheld income taxes. 
Beginning January 1, 1950, the requirement of depositing withheld income taxes 
monthly, which gives the Treasury the earlier use of such taxes, was extended to 
include social-security taxes withheld under the Federal Insurance Contributions 
Act (26 U. S. C. 1429, 1432, and 3701). This action was in accordance with the 
recommendations made to the Congress by its advisory group to the Joint Com- 
mittee on Internal Revenue Taxation appointed pursuant to the act of July 1, 1947. 

It should be noted that under section 201 (f) of the Social Security Act, as 
amended, the proportionate share of the cost of handling these depositary receipts 
will be withdrawn from the Federal old-age and survivors insurance trust fund 
and deposited into the general fund of the Treasury Department. On the basis 
of the above estimates this reimbursement to the general fund will be approxi- 
mately $465,000 for the fiscal year 1952. 


Number of depositary receipts 


Fiscal vear Fiscal year—Continued 
1945_ : 5 527, 611 1949_ = 3, 922, 3¢9 
1946 ee _. 8, 699, 158 1950 4,481, 451 
1947 ae 3, 887, 630 1951 (estimated) ____- 200, 000 
O08. 2.8 ee 989, 195 1952 (estimated) _ ___ 5, 200, OCO 


Summary by objective class of activity 


Appropria- 
tion base, 
1952 


Estimate, 


1952 Increases 


Personal services ; ‘ $10, 739 $10, 872 
Travel 700 |- 700 
Transportation of things , bide at 4 2, 100 2, 100 
Communication services 240 240 
Printing and reproduction 59, 500 59, 500 
Other contractual services (reimbursement to FRB) 863, 000 863, 000 
Supplies and materials ‘ 90 90 


Total 936, 369 936, 502 
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Justification of increases by objective class 

Personal services——The increase of $133 represents within-grade salary ad- 
yancements in the amount of $91 and regular pay in excess of 52-week base in 
the amount of $42. 


2. Maintenance of the Government’s central accounts (increase, $4,326) 


This activity consists of the maintenance of the central accounts of the Gov- 
ernment including the issuance of warrants for the Secretary of the Treasury, 
covering money into the Treasury and authorizing withdrawal therefrom (31 
U.S. C. 147). These relate to warrants covering money into the Treasury (sec. 
305, Revised Statutes); maintenance of the official receipt and repayment ledger 
accounts of the Government (5 U. 8. C. 255); issuance of warrants establishing 
amounts appropriated by the Congress to all agencies except postal service on 
the books of the Treasury; making advances to disbursing officers; tranasferring 
unexpended balances to the consolidated certified claims account established by 
Public Law No. 159, approved July 6, 1949; and transferring to surplus, amounts 
rescinded by legislative action. This activity also maintains control records on‘ 
receipts and expenditures reported daily on the teletype reporting system used 
for preparing the Treasury Daily Statement and audits and adjusts these reports 
when necessary. Another function of this activity is the preparation of the 
Annual Digest of Appropriations which is a basic source of information for 
symbols and titles of appropriations and funds made available for expenditure 
and also contains the appropriation language involving the funds available. 
Miscellaneous work is also performed in connection with the receipt, registration, 
deposit, and acknowledgment of donations to the United States; handling of 
certain claims and judgments; processing and accounting work relating to the 
payment of private relief acts; and the handling of other miscellaneous fiscal 
matters for the Secretary of the Treasury. 


Number of warrant and accounting items 








Fiseal year | Receipt | Other Total 
1946 | 921, 403 191, 169 | 1, 112, 572 
1947_. ; filial | 917,095 | 155, 213 | 1, 072, 308 
1948 | 847, 727 171, 530 1, 019, 257 
1949__ ; 774, 463 274, 169 1, 048, 632 
1950 852, 548 | 257, 389 | 1, 109, 937 
1951 (estimate) .. | 750, 000 420, 000 1, 170, 000 
1952 (estimate) __. a ee 725, 000 445, 000 1, 170, 000 


Summary by objective class of activity 2 


y riati estimate 
Appropriation) Estimate, Tanteansse 


base, 1952 1952 

Personal services . = $309, 284 $313, 610 $4, 326 
Communication serviees 1, OO8 1, 008 0 
Rents and utility services 7, 242 7, 242 0 
Printing and reproduction Ss 18, 178 18, 178 0 
Other contractual services 1, 594 , 594 | 0 
Supplies and materials_. 2, 975 2,975 | 0 
Ian nc ccceneennen ‘ 5, 427 5, 427 | 0 

I laa il a aes 345, 708 350, 034 | 4, 326 





Justification of increases by objective class 

Personal services—The increase of $4,326 in the appropriation estimates 
represents the cost of within-grade salary advancements in the amount of $3,110 
and regular pay in excess of 52-week base in the amount of $1,216. 


8. Preparation of financial statements of the Government (increase, $16,457) 


The Bureau of Accounts is required under various statutes and Executive 
orders to prepare certain financial statements covering fiscal transactions of the 
Government. These statements include (a) the Annual Combined Statement of 
Receipts, Expenditures, and Balances of the United States Government, which is 
required to be submitted to Congress on the first day of the regular session of 
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each year; (b) portions of the Annual Report of the Secretary; (c) portions of 
expenditure figures and special statements published in the Treasury Daily 
Statement including balance sheets of corporations and certain business-type 
activities of the Government, and the Monthly Report of Appropriations, Expend- 
itures, and Balances which lists appropriations and related expenditures under 
classifications established in collaboration with the House Appropriations Com- 
mittee; and (d) expenditures reported by the Chief Disbursing Officer, Division 
_ of Disbursement. This activity also includes the preparation of many statements 
and tables included in the Monthly Treasury Bulletin and the compilation of 
various miscellaneous operating and other special statements required by officials 
of the executive branch of the Government, Members of Congress, and others. 


Summary by objective class of activity 3 


Appropria- Estimate, 


tion base, 1952 1952 Increases 


Personal services... = : oe $146, 105 $148, 562 
Communication services ___. : | 605 605 
Rents and utility services 17, 706 17, 706 
Printing and reproduction ko atey | 66, 080 80, O80 14, 000 
Other contractual services. ......... 357 357 0 
Supplies and materials 974 974 0 


Total 231, 827 | 248, 284 16, 457 


Justification of increases by objective class 

Personal services——The increase of $2,457 represents within-grade salary 
advancements required to be paid employees in the amount of $1,859 and regular 
pay in excess of 52-week base in the amount of $598. 

Printing and reproduction.—The cost of printing for this activity has been 
increased by $14,000 to cover an increase in regular printing costs in accordance 
with advice from the Government Printing Office. 


,. Administration of reporting and accounting (increase $2,836) 


In addition to the supervision of accounting matters entirely within the Bureau 
of Accounts and of certain audits and appraisals, this activity has general supere 
visory duties in connection with the accounting and financial reporting proce dures 
throughout the Treasury Department. The Bureau also has important work to 
perform in connection with the cooperative program of the Secretary of the 
Treasury, the Director of the Bureau of the Budget, and the Comptroller General 
of the United States, to improve accounting in the Federal Government. These 
responsibilities of the Bureau are carried out through its accounting systems staff, 
Because of the nature of this work it is necessary to express accomplishments by 
work done or to be done rather than in terms of workloads and costs. During 
the fiscal year 1950, work was performed on numerous projects, including the 
following: 

Surveys within the Bureau of Accounts.—Studies were conducted in the Division 
on Investments and the Division of Bookkeeping and Warrants with a view to 
improving organization and the accounting procedures and processes. Accounting 
improvements in several special deposit accounts resulted in elimination of certain 
records in the Division of Investments which permitted the absorption of new work 
in connection with the Paso reclamation account. Also there was developed and 
installed a mechanized procedure in connection with the new work of covering 
social-security taxes in the Division of Bookkeeping and Warrants, as required 
under Treasury Department Circular No. 848. it is expected that assistance in 
the installation of other proposed accounting and mechanized procedures in these 
divisions will be given during the fiscal year 1951 and that similar surveys will be 
made in other divisions of the Bureau during the fiscal years 1951 and 1952. 

Assistance rendered other Treasury Bureaus.—(a) Bureau of Customs: In collab- 
oration with the accounting staffs of the Bureau of Customs and the General 
Accounting Office, a survey is being made of the entire accounting and budgetary 
systems of the Bureau of Customs with due consideration to recommendations in 
a report of industrial engineers contracted for the same purpose. During the fiscal 
year 1950 a comprehensive program was developed, in report form, to be used as @ 
guide for the further development of the more detailed accounting and internal 
audit procedures within the Bureau of Customs and other related fiscal matters 
as they pertain to the control of revenue and the external audit performed by the 








276 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


General Accounting Office. Continued assistance will be given the Bureau of 
Customs in installing the procedure during the fiscal year 1951, since it is in this 
area that need for improvement appears most pressing. Further efforts will be 
directed during the fiscal years 1951 and 1952 to the development of internal con- 
trol and audit of appropriation accounts in the field offices of the Bureau. 

(b) United States Coast Guard: In collaboration with the accounting staffs of 
the Coast Guard and the General Accounting Office, a survey is being made of the 
entire accounting and budgetary systems of the Coast Guard with due considera- 
tion to reeommendations in a report of industrial engineers contracted for the same 
purpose. During the fiscal year 1950 an accounting system was developed on a 
decentralized and accrual basis with related cost data at appropriate management 
levels as well as a system of predetermined control over semimonthly payroll of 
military personnel. Assistance will be given the Coast Guard in the installation 
of both systems during the fiscal year 1951 at which time several important pro- 
posals will also be made on warrant procedure and on-the-site audit in connection 
with Coast Guard operations, the determination of which will have far-reaching 
effects on the current program for improving Government accounting as a whole. 
During the fiscal year 1952 assistance will be given in the integration of the supply 
activities into the accounts and cost system of the Coast Guard. 

(c) Bureau of Engraving and Printing: A review was made of the methods of 
financing, operations, costing data, and other functions of the Bureau of Engraving 
and Printing in collaboration with the accounting-systems staff (GAO) and the 
Bureau of the Budget for the purpose of determining the feasibility of adopting a 
business-type budget and accounting procedure to this type of activity. During 
the fiscal year 1950 a comprehensive accounting plan was devised based upon the 
principles of accrued accounting and the use of a costing system integrated with 
the general accounts. Legislation was also drafted (Public Law 656, 81st Cong.) 
to provide for financing the operations of the Bureau on a revolving fund and com- 
pletely reimbursable basis. During the fiscal years 1951 and 1952 it is expected 
that assistance will be given in the installation of the new accounting system and 
effecting improvements deemed necessary through observance of the plan in its 
early operation. 

(d) Bureau of Internal Revenue: In collaboration with the staff of the Bureau 
of Internal Revenue and the Treasury budget officer, an initial survey was made 
during the fiscal year 1950 of the accounting control and procedures for appropria- 
tion and budgetary limitations in the Bureau. A report of the initial joint survey 
was submitted to the Bureau of Internal Revenue containing suggestions in the 
nature of budgetary and accounting objectives and organization changes for con- 
sideration and analysis before adoption as part of the Bureau’s operations. It is 
expected that technical assistance will be given the Bureau during 1951 in imple- 
menting the suggestions through the development of ways and means toward an 
improved budgetary and fiscal program. 

Projects developed for trial or permanent installation.—During the fiscal year 
1950, work was performed on procedure for trial or permanent installations during 
fiscal year 1951, among which are the following: 

Trial installations: (a) Improvement of voucher payment, examination, and 
audit procedure, and, (6) reporting military receipts and expenditures. 

Permanent installation: There was installed during fiscal year 1950, procedure 
for collection of monthly withheld income and social security taxes through the 
Federal Reserve banks instead of through local depositaries. 


Sum mary by eerie: class of f acteome é 4 








| Appropri- H | 
| ation base, “a Increases 

1952 | sidan: 

idiceninei icdeninesintnatiinbiemomiipees wenden ni ==) | 
; an 
Personal services ; $181, 949 | $184, 785 | 2, 836 
Travel . at 1,050 | 1,050 | 0 
Communication services ; 643 | 645 | 0 
Printing and reproduction | 327 | 327 | 0 
Other contractual services ' ia 278 | 278 0 
Supplies and materials coal 481 } 481 0 
| —— | — - | ee — 
Total 4, 184,7 187, 564 2, 836 
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Justification of increases by objective class 

Personal services.—The increase of $2,836 represents within-grade salary ad- 
vancements in the amount of $2,088 and regular pay in excess of 52-week base in 
the amount of $748. 


5. Processing investments, loans, claims and collections (increase $2,027) 


Under the various provisions of law, the Secretary of the Treasury has the duty 
of investing certain Government trust and special funds. Among the funds are: 
Federal old-age and survivors insurance trust fund; unemployment trust fund; 
railroad retirement account; civil service retirement and disability fund; Foreign 
Service retirement and disability fund; national service life insurance fund; 
United States Government life insurance fund; Pershing Hall memorial fund; 
and District of Columbia teachers’ retirement and annuity fund. 

The Secretary of the Treasury has been authorized, from time to time, to sub- 
scribe to capital stock of specified Government corporations, the International 
Monetary Fund, and the World Bank, and to make foreign loans. Included under 
this activity is the preparation of correspondence and instructions with respect 
to such transactions; the maintenance of both ledger accounts and accounts 
relating to custody of evidence of subscription or indebtedness; and the processing 
and accounting for interest on repayments received. 

Certain Government corporations and agencies have been authorized by law 
to borrow from the Treasury. These organizations include the Reconstruction 
Finance Corporation, Commodity Credit Corporation, Home Owners’ Loan Cor- 
poration, Federal Public Housing Authority, Economic Cooperation Administra- 
tion, Tennessee Valley Authority, Export-Import Bank of Washington, Farmers 
Home Administration, Rural Electrification Administration, Housing and Home 
Finance Agency, Secretary of the Army (natural fibers revolving fund) and Admin- 
istrator of Veterans’ Affairs. The staff assigned to this activity participates in 
making arrangements, prepares correspondence preliminary to completion of loan 
agreements and examines corporations’ resolutions covering loans; examines and 
places in safekeeping obligations received under loan agreements; prepares instruc- 
tions relating to the acceptance of obligations and deposits repayments according 
to the amounts due of interest and principal. Ledger accounts are maintained 
for all transactions relating to loans of each corporation and agency. 

Included under this activity are claims payable under settlement agreements 
with foreign governments, such as the claims of American nationals against the 
Government of Mexico, under the settlement of Mexican Claims Act of 1942 and 
the claims of American nationals against foreign governments under the Inter- 
national Claims Settlement Act of 1949. The amount of these claims is usually 
determined by a commission and are paid for the most part from funds paid to 
the Treasury periodically. Claims are also received and processed for balances 
due from amounts withheld from the claimants’ salaries for the purchase of savings 
bonds under the payroll savings plan in certain industrial or commercial concerns; 
claims relating to withheld foreign checks under the act of October 9, 1940; and 
payment of claims arising from the loss of currency, securities, and other valuables 
lost in shipment under the Government Losses in Shipment Act. 









Number of transactions 











| 148 | 199 | 1950 | 1951 | 1952 





Investment transactions i kiowey sRdehewekigen! 906 | 1,171 | 1,025 | 1, 250 1,000 
Loan transactions - 7 = ola | 484 | 789 | 714 | 800 900 
Capital stock transactions. .................--.-..---] 36 | 32 | 35 | SO | 20 
Unemployment trust | | | 
Deposits ae iS IR Oa a 4, 675 | 4, 470 | 4, 500 | 5,000 | 5, 000 
Withdrawals. . aa alee ae | 2, 365 | 2, 844 | 3, O84 | 3, 000 | , 000 
Claims and collections | 
International claims 2, 612 | 2, ORS 2, 332 | 2, 500 | 4, 000 
All other claims ; — 5, 781 | 7,408 | 4, 622 | 4, 600 | 4, 600 
Collections due United States. -- a | 1,718 5, 824 4, 601 4, 600 | 4, 600 
Subtotal oe ' ; 10, 111 16, 217 11, 555 11, 700 13, 200 
Correspondence, postings, billings, files, ete... -- | 368, 401 186, 783 111,039 | 118, 200 136, 880 






Total i ebbiavalead acini 386,978 | 212,306 131,952 | 140,000 | 160,000 
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Summary by objective class of activity 








| : 

| Appropria- it lan thi 

tion base — Increases 

| 1952 oe 
—_— — sen ear ataempeciaanecimaprnaniesinanatin neil nei . ian 
Personal services s aes $94, 379 | $96, 406 $2, 027 
Communication services 761 | 761 0 
Printing and reproduction. 625 | 625 0 
Other contractual services 261 | 261 0 
Supplies and materials ______- SSis8 1, 060 | 1, 060 | 0 

a —_—— adie Licnuintntnmniiterisliipininteinaditliiadias 

MON ct in ers ; rae 97, O86 | 99, 113 2, 027 


Justification of increases by objective class 

Personal services—The increase of $2,027 represents within-grade salary 
advancements required to be paid employees in the amount of $1,604 and regular 
pay in excess of 52-week base in the amount of $423. 


6. Supervision of the Federal depositary system (increase $1,441) 


The work relating to this activity involves the designation of depositaries 
throughout the United States and in foreign countries to take care of receipt and 
safekeeping of Government funds and to perform other essential services for the 
Government. This work involves the examination of the facts and circumstances 
surrounding each case where despositary facilities are needed; the consideration 
of collateral requirements to secure deposits; the examination of depositary 
reports showing the volume of business handled which is used as a basis for the 
allotment of Treasury balances and depositary bonds; the checking of statements 
and information relating to collateral; and administering the depositary functions 
and other work arising under the withheld social security and income tax pro- 
gram. The depositary work requires contacts with bankers, analysis of numerous 
reports, and the handling of considerable correspondence with different financial 
institutions designated as depositaries of public funds. 

During the last half of fiscal year 1950, a new depositary procedure was put 
into effect, whereby taxes collected under the Federal Insurance Contributions 
Act are collected through the Federal Reserve banks, similar to the procedure 
for the collection of withheld income taxes. This operation has been more fully 
explained under the heading, ‘‘Supervision of withheld taxes depositary system.” 

The increased activity of the Department of Defense has thrown an additional 
burden on this activity. The demand for banking services (domestic and foreign), 
including (a) establishment.of limited banking facilities at military reservations, 
(b) arranging with banks to accept deposits for credit in the account of the Treas- 
urer of the United States, (c) furnishing cash to disbursing officers, and (d) ar- 
ranging for the pledging of collateral for post exchange and other organizational 
accounts, is increasing to such an extent that the volume of work can be handled 
only if the additional personnel is obtained. 


Depositaries supervised 


| l 
} 


1950 actual | 1951 estimate | 1952 estimate 








Number of depositaries: | | 
Domestic : | 12,555 | 2, 650 | 2, 750 
Territorial and foreign ; 1 439 | 466 500 
Total ne 2, 994 | 3, 110 3, 250 
Authorizations end of year: | | 
Treasurer’s genera] account 581 | 600 | 625 
Treasurer’s time account | 789 | 900 | 1,000 
Official checking accounts 2, 234 2, 400 | 2, 600 
Bank draft a 5 2, 043 | 2, 300 | 2, 750 
Social security aS. ‘ | 75 | 75 75 
Banking facilities 110 200 | 250 
mes meee sanes Unione ee 
Total ; mise nent 5, 832 | 6, 475 7,300 
Changes in authorizations during year 3, 172 3, 600 5, 000 
' 


i Includes branch banks with specific authority. 
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There follows a statement reflecting the obligations by objective class for this 
activity: 


Summary by objective class of activity 6 


| tion base 1952 1952 Increases 


| 
| 


Personal services ie i of $89, 191 $90, 632 
Communication services Ste iia . : | 414 | 414 | 
Printing and reproduction - -- ; 204 | 204 | 
Other contractual services. __.__ 172 | 172 | 
Supplies and materials teat eT 654 | 654 


Appropria- Estimate ste | 
| 


seen toe as Ni te te pete be Ro ; | 90, 635 92, 076 


Justification of increases by objective class 


Personal services.—The increase of $1,441 represents within-grade salary ad- 
vancements in the amount of $1,124 and regular pay in excess of 52-week base in 
the amount of $317. 


7, Supervision and control of surety bonding (increase, $943) 


The supervision and control of surety bonding relates to the examination of 
financial statements required to be submitted quarterly by surety companies to 
determine their underwriting qualifications to handle Government business and 
the approval, as to corporate or other surety, of fidelity and surety bonds and 
stipulations running in favor of the United States. It also processes bonds and 
consent agreements including the maintenance of records and all incidental work 
in relation thereto. 

Quarterly, semiannual and annual financial statements of surety companies 
authorized to write bonds in favor of the United States are also examined. Based 
on the analysis of such statements, the section compiles and publishes the semi- 
annual rating sheet, which shows the names of all companies holding certificates 
of authority from the Secretary of the Treasury, their underwriting liabilities, 
the States in which they were licensed to transact fidelity and surety business and 
the judicial districts in which they have appointed process agents. 

The following table reflects the workload for this activity over the past few 
years: 








| | | | 
1947 | 1948 | 1949 | 1950 | 1951 | 1952 


| 
Bonds and agreements. - - — ....------| 50,752 | 47,221 | 49,344 | 47,124 | 48,000 | 48,000 
Surety companies authorized --.-..................-..- 99 | 103 | 105 116 | 120 120 


There follows a statement reflecting the obligations by objective class for this 
activity: 
Summary by objective class of activity 7 


Appropria- 
tion base, 
|_ 


| 
Estimate, 
| 1952 


1952 Increases 


| | 
Personal services---- oa aha $47, 274 | $48, 217 
Communication services . . le sadan 333 | 333 
Printing and reproduction. Sian et a 326 | 326 | 
Other contractual services - - - --.-_--- seb uaaees Side 120 | 120 | 
I CI I aos Skok ec od ai sittin ci wxeememabanet 302 | 302 


OU dn chadbccubpiecan . : 5 355 | 49, 298 | 


Justification of increases by objective class 


Personal services.—The increase of $943 represents within-grade salary advance- 
ments in the amount of $745 and regular pay in excess of 52-week base in the 
amount of $198. 
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8. Executive direction 


Appropriation base for 1952__- . $130, 117 
Budget estimate, for 1952_ __ : 132, 129 
Increase from base___ ; ie 2, 012 


Executive direction consists of the Commissioner of Accounts and his staff. 
This activity exercises over-all direction and supervision of the Division of Dis- 
bursement and the seven major activities reflected herein. The work of these 
divisions is diverse and complex and for the most part is unrelated as between 
divisions. This presents an unusual type of management problem in establishing 
policies and procedures in connection with their operations. Under ‘‘Executive 
direction”’ is also included the responsibility for studving and preparing reports on 
proposed legislation on fiscal matters; the preparation of replies to congressional 
inquiries; requests for information from other Government agencies and the gen- 
eral public; and keeping the divisions advised as to new legislation affecting their 
operations. This activity is also a clearing house for correspondence with the 
Comptroller General of the United States prepared throughout the Treasury 
Department. 

Work measurement for this activity is not practicable. 

There follows a statement reflecting the obligations by objective class for this 
activity: 

Summary by objective class of activity 8 


Appropria- 


estimate, 
tion base, Estimat 


Increases 


1952 1952 

Personal services $126, 654 $128, 666 $2, 012 
Travel 1, 000 1, 000 0 
Transportation of things 25 25 0 
Communication services 1, 496 1, 496 | 0 
Printing and reproduction 260 260 | 0 
Other contractual services 218 218 0 
Supplies and materials ‘ 404 4ti4 0 

Total. ; : 130, 117 132, 129 2,012 


Justification of increases by objective class 

Personal services—The increase of $2,012 represents within-grade salary 
advancements required to be paid employees in the amount of $1,554 and regular 
pay in excess of 52-week base in the amount of $458. 


DIVISION OF APPROPRIATIONS 


Senator Kirgore. Will you proceed with your statement now, Mr. 
Maxwell? 

Mr. MaxweELt. Yes, sir. 

Mr. Chairman, the Bureau of Accounts has two appropriations. 
From one of them are paid the salaries and expenses for the Bureau of 
Accounts and the other the salaries and expenses for the Division of 
Disbursements. The Division of Disbursements, of course, writes the 
checks for the executive branch of the Government, and Mr. Banning 
will justify that appropriation. 

With respect to the appropriation for salaries and expenses for the 
Bureau of Accounts, I hope to show you gentlemen the importance of 
this work and the problems we would have if the funds are not made 
available to carry on these activities. 


BUREAU OF ACCOUNTS ACTIVITIES 


One of the important activities of the Bureau of Accounts is the 
maintenance of the central control records of appropriations. We 
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issue the warrants covering appropriations passed by the Congress for 
the various agencies of the Government. We also advance funds to 
disbursing officers on the basis of requisitions from the various agencies. 

Prior to January 1, 1951, the General Accounting Office maintained 
a set of accounts similar to ours, but on that date they discontinued 
their records and at the present time the Bureau of Accounts record 
is the only complete set of control accounts for appropriations in the 
Government. It is used by the General Accounting Office as the basis 
for auditing the warrants which are issued by the Secretary and 
countersigned by the Comptroller General. Of course, to do that, it 
is necessary that these records be kept current. 

The records are also used as the basis for the report required under 
the act of July 31, 1894. This act requires that the Secretary of the 
Treasury furnish the Congress on the first day of each session a state- 
ment showing Government’s receipts, expenditures, and balances. 
These figures are also used for the preparation of the budget document. 
As you know, the Budget Bureau has to meet certain deadlines, so it 
is important that we furnish them this information promptly. 

The Bureau of Accounts also approves contract bonds and fidelity 
bonds for certain Government officers. These contract bonds relate 
to the guaranties furnished by contractors that they can meet the 
terms of their contracts. We anticipate that this work will be increas- 
ing because of the extension of the defense activities. 

We also have had a gradual increase in that area in connection with 
the examination of the surety bond companies—the fidelity com- 
panies, who wish to handle Government business. It is one of our 
jobs to examine the statements of these organizations to be sure that 
they can or are eligible to do Government business. The number of 


those companies has been gradually increasing over a period of years, 
and we now have 128 to examine in this year. 


INCREASED FISCAL OPERATIONS 


The Bureau of Accounts also makes arrangements for establishing 
the banking facilities for receiving Government funds, for furnishing 
cash for payrolls, and other fiscal matters. We anticipate that this 
work will increase, too, because of the necessity for establishing addi- 
tional facilities to take care of new military posts being reactivated 
throughout the United States and also in foreign countries. We have 
recently had to establish new accounts in England, for example, to 
take care of fiscal operations of the United States military in Great 
Britain. 

REIMBURSEMENTS TO FEDERAL RESERVE BANKS 


Under this category also is the supervision of the withheld tax de- 
positary system. One of the biggest items in our appropriations is to 
reimburse the Federal Reserve banks for their expenses in connection 
with this work. For the fiscal year 1952 we have estimated that 
$863,000 will be necessary for that purpose. 

As you gentlemen know, employers outside of the Government, 
who withhold taxes from employees in excess of $100 a month, are 
required to deposit those funds with a depositary or a Federal Reserve 
bank. The Federal Reserve bank has certain expenses in connection 
with that operation, such as acting for the Treasury in designating 
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the depositaries; also they handle the individual deposits and deposi- 
tary receipts. That work must be handled promptly and the Federal 
Reserve bank should be reimbursed promptly for their services. 


TRUST FUND AND LOAN OPERATIONS 


The Bureau of Accounts also invests certain trust funds under the 
supervision of the Secretary of the Treasury, such as the old-age and 
survivors insurance trust fund and the Library of Congress trust 
fund, and numerous others. 

We also arrange for loans to Government corporations and agencies 
as authorized by law, such as those loans to the REA and loans to 
the Housing Administration. It is necessary that we make those 
loans promptly in order that the programs of those agencies will not 
be delayed. 

We also have to develop new procedures to comply with new legisla- 
tion, fiscal requirements, as, for example, in connection with the 
recent social-security law. In that case it was necessary to develop 
instructions to all the Government agencies to tell them what to do 
about the taxes which would apply to the Federal employees who 
now come under the social-security provisions. 

You can see generally from the type of this work that neither the 
Bureau of Accounts nor the Treasury Department can control the 
volume of the work which we will get under those various activities, 
and anything that would make it not possible to promptly handle 
that work would adversely affect these other Government agencies. 


MISCELLANEOUS OPERATIONS 


The Bureau of Accounts also has other operations which affect 
the public and foreign countries. For example, we bill foreign govern- 
ments under the lend-lease agreements and surplus property agree- 
ments, and we collect substantial sums from those countries every 
year. Most of them will not pay until they are billed, so it is necessary 
to bill promptly. 

We also process claims under various international agreements, 
such as Mexican claims and claims under the International Claims 
Act of 1949. If we do not process those claims promptly I guess you 
would probably hear from your constituents, and we get letters di- 
rectly, too, which add to our work, asking us why we do not handle 
their claims promptly. 

We also maintain accounts of claims that are settled by the General 
Accounting Office, such as private relief acts and judgment damage 
claims and certified claims. These claims are all transmitted for 
recording to the Bureau of Accounts before payment, since we main- 
tain the administrative accounts for those appropriations. As in the 
case of the other group, we cannot control the volume of this work. 
The volume is not within our administrative control. 


JOINT PROGRAM OF GENERAL ACCOUNTING OFFICE, TREASURY 
DEPARTMENT AND BUREAU OF THE BUDGET 


We have another group of people in our office, the accounting staff, 
which has been making considerable progress in the joint program 
of the General Accounting Office, the Treasury Department, and the 
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Bureau of the Budget. Anything which would curtail that program 
would delay or postpone the benefits which result from that program. 
Senator Haypen. How long have you been working on the joint 
program? 
Mr. Maxwe tt. It has been about 3 years, Senator Hayden. 


QUESTIONED IMPORTANCE OF DAILY TREASURY STATEMENT 


Senator Haypgen. The reason why I am asking is that the record 
shows that Mr. Taber moved to reduce the amount reported by the 
committee by $200,000. Mr. Taber said: 

[ have been much disturbed about the Bureau of Accounts for a long time. 
They persist in getting out a Daily Treasury Statement that does not give a 
picture of our expenditures. I have been critical of this situation time and time 
again and it does no good. 

His idea was apparently that if appropriations were cut you would 
not get out the Daily Treasury Statement. 

Mr. Maxwe tt. | think Mr. Taber hit upon a question which has 
been a problem of ours for a number of years. As a matter of fact, 
what he states is a problem for any statement that shows comparative 
figures. We show figures in the daily Treasury statement for the 
current month, the corresponding period for the previous year, and 
cumulative figures for the current year and cumulative figures for 
the previous year. For certain items like revolving funds and cor- 
porations, we show expenditures net of refunds or reimbursements. 
Mr. Taber mentioned particularly, as I recall, the Commodity Credit 
Corporation and the RFC. 

As I say, that has been a problem which we have been discussing 
for years. We discussed it with Mr. Taber a number of years ago, 
and we compiled a statement that we thought met his needs. We also 
discussed it with his staff, and I assume they discussed it with him, 
and we had thought it was satisfactory. But apparently we find it 
is not entirely satisfactory to him, 

Senator HaypeNn. The question I mean to bring out is whether or 
not it is necessary to get out the statement at all. 

Senator Ecron. People would want it, would they not? 

Mr. Maxwe tu. We have a lot of people who use the statement 
both inside and outside the Government; educational institutions, 
bankers, financial organizations. We use it in the Treasury our- 
selves in connection with determining what expenditure is being made 
currently and to prognosticate what is going to happen in the future. 
It is used particularly in Mr. Bartelt’s office, one of his jobs being to 
keep in touch with what money is being needed currently to take care 
of current expenditures. They watch the trend eve ery day to see 
whether they are going to have the money to pay these open obliga- 
tions when the checks come in. So it has an interest both to the 
public and to Government officials. 


COMPARISON OF HOUSE ALLOWANCE WITH PRIOR YEARS 


Senator Haypen. How does the amount of money which the House 
has allowed compare with the sum that you had in previous years? 

Mr. Maxwe i. The amount which the House passed this year is 
$245,000 less than what we had estimated for 1952 and $240,000 less 
than what we have in the current year. 
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Senator HaypEeN. How about the year before? 

Mr. Maxwe.t. I have the amount expended in the previous year, 
Senator. We had $1,898,000 the year before. 

Senator Haypen. Apparently the record here shows that you had 
an original appropriation in that year of 1950 of $1,550,000, then a 
supplemental of $175,000 and a supplemental of $50,000. 

Mr. Maxwe.u. Yes. That supplemental was on account of the 
new procedure in handling withheld taxes. 

Senator Haypen. You had a transfer for increased pay of $23,000 
and another transfer of $100,000. So you had $1,898,000. 

Mr. Maxwe tu. That is correct. 

Senator Haypren. Then last year, $2,100,000. 

Mr. Maxwe tu. Yes, sir. 

Senator Haypen. This year, if this cut takes place, you will be 
back to where? 

Mr. Maxwe ut. To $1,850,000. 

Senator Haypen. Less than you had in 1950, is that right? 

Mr. MaxweEL.t. Yes, sir. 

The increase for 1951 over 1950 was because of the increased work 
in connection with withheld taxes to reimburse the Federal Reserve 
banks. Just a year ago last January the procedure was changed to 
include in the withholding-tax deposits the social-security tax which 
the employers were withholding. This change is added to the number 
of items which we receive through the depositary banks. The 
Treasury thus gets earlier use of the money. 

I might add in connection with your statement with respect to the 
daily Treasury statement that I think Mr. Taber commented upon 
the fact that if we would go to the gross receipts and expenditures 
basis, that we could save many thousands of dollars. But, actually, 
Senator, it would not affect our administrative expenses at all, because 
we still have to keep the accounts to show both the gross and net 
balances. Furthermore, regarding the two items mentioned, that is 
the RFC and the Commodity Credit Corporation the expenses for 
compiling those figures are not paid by the Bureau of Accounts at all. 
They are not even compiled by our office. 

Senator Haypen. In other words, you include that in the statement 
as it comes to you? 

Mr. Maxwe tu. That is right. They come from the checks paid, 
which are furnished by the Treasurer’s office. So then it does not 
affect our work at all. 


¢ 


PERSONNEL REQUIRED FOR DAILY STATEMENT 


Senator Haypgen. How much of a force do you have in making up 
this daily statement? 

Mr. Maxwe .wt. As far as the Bureau of Accounts is concerned, we 
have 17 people. 

Senator HaypEen. I cannot understand, then, how by doing any- 
thing about the daily statement, if you did not have it at all, if you 
just charged the 17 people, you would save anything. You would not 
save $200,000, would you? 

Mr. Maxwe tu. No, sir; we would not. 


Soa 
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COST OF DAILY STATEMENT 


Senator Kitcorr. How much does it cost to make up that daily © 
statement? 

Mr. Maxwe tu. Mr. Chairman, I do not have that figure. 

Senator Kircore. Can you furnish it for the record? 

Mr. Maxwe tt. Yes. As far as we are concerned, we only have the 
technical supervision and furnish part of the figures. The rest is done 
through the clearance of checks through the Treasurer’s office. 

Senator Kitcore. | mean how much personnel. What is the cost 
in your department? 

Mr. Maxwe .t. I can furnish that for this particular office. 

(The following information was furnished later: ) 

There are an average of 7 full-time employees in the Bureau of Accounts 
working on the daily Treasury statement whose salary is $24,370 annually, and 
11 employees average slightly less than half of their time, their pro rata salaries 
being $16,370 per annum, making a total of $40,740. In addition, 4 employees 


are engaged in the preparation of the statement appropriations, expenditures, and 
balances which is published once a month in the daily Treasury statement. 


REIMBURSEMENTS TO FEDERAL RESERVE BANKS 


Senator Kirgorr. Do you have any questions, Senator? 

Senator Ecron. Mr. Maxwell, the biggest item listed in your classifi- 
cation schedule outside of personal services, is for other contractual 
services, reimbursements to Federal Reserve banks. That is $888,000 
in 1951 and $676,589 in 1950. 

Mr. Maxwe tu. That is correct. 

Senator Ecron. Then it dropped down to $863,000 on your esti- 
mate for 1952. 

Mr. Maxwett. That is correct. 

Senator Ecron. Is there any way to cut that down? 

Mr. Maxwe.u. That item relates to the work in the Federal 
Reserve banks in handling the deposits which emplovers make out of 
funds which they withhold from employees for taxes. They deposit 
not less than once monthly if they withhold $100 a month. By doing 
that, the Treasury gets earlier use of the money. This practice has 
been followed since the current Tax Payment Act of 1943. 

We have no way of controlling that volume. We are trying to 
reduce the administrative expenses. As a matter of fact, we will 
save some in 1952 over 1951 by reason of the fact that the change in 
1951 meant a higher cost. It always costs a little more when you 
have a change of procedure. In 1951 we were not only collecting 
income taxes which were withheld, but we started collecting in advance 
social security taxes which employers were withholding. So at that 
time there was a little additional cost because it costs a little more to 
make a change. People have to be trained—but now we are settling 
down and I think we will have a somewhat less expensive operation 
than we had before. As we estimated here, we will be saving $25,000 
over the preceding year. That is our best estimate for the moment 
on the basis of the initial estimate of volume of items. There may be 
other factors, which we do not anticipate now, which might save a 
little more. 

If the volume goes up, of course it takes more money for reimburse- 
ments. If it goes down it takes less. But that is not within our 
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control. We cannot tell exactly how many of those items we are going 
to have. 







ANTICIPATED SAVINGS IN REIMBURSEMENT ACCOUNT 






Senator Ecron. Did you ever have any money left over from a 
year’s operation? 

Mr. MaxweE tt. Yes, sir; we expect to have some left over this year. 

¥ Senator Ecron. You are not one of those branches that goes ahead 
and spends the money somewhere else when it effects a saving, are 
you? 
Mr. Maxwe tt. No, sir. This year we recently set aside a $75,000 
reserve because we feel we are going to save that much on this partic- 
ular operation. But we do not know about next year, whether we 
are going to save that much next year. We should normally expect an 
increase by reason of the fact that the new social security tax law is in 
effect which expands the social security coverage. When our estimates 
were made we felt there might be an increase because of this new cover- 
age on social security. 



































REIMBURSEMENT ON ACTUAL COST BASIS 


Senator Haypen. Is the rate of compensation paid to the Federal 
Reserve bank by agreement between the Treasury and the bank? 

Mr. MaxweE .t. It is actual expenses, Senator. They determine the 
cost by a standard cost system and we reimburse the banks for actual 
costs. That includes the rental of machines, tabulating machines, and 
the cost of personnel. 

We have tried to save some expenses in the banks by consolidating 
our tabulating machine operations with the operation of the public 
debt. In many places where we can work it out, we have one set, of 
machines that handle both public debt operations and these withheld- 
tax operations. Very often one operation would not have full use of 
the machines. So we try to save where we can. We are still trying 
to keep down the expenses by making improvements. 

Senator Haypen. I can understand, of course, where the employers 
have to make monthly payment and have to make the deduction 
monthly, but there are certain times where the Federal Reserve 
banks would have more money than at other times. 

Mr. Maxwe tt. That is correct. As a matter of fact, there is a 
cycle of 3 months. During some months collections through de- 
positaries is much beavier than the other 2 months because of the fact 
that during the last month of the quarter the taxpayer has an option 
of either buying a depositary receipt through his depositary bank or 
Federal Reserve bank, or sending in with his return a check for that 
last month’s deductions. So there are some months when the volume 
will be higher and some months lower. We have this quarterly cycle 
which we have to take into consideration to really get a good picture 
of the situation. 

Senator Haypen. Is that the largest single item of your reimburse- 
ment, the Federal Reserve banks? 

Mr. Maxwe.t. Yes, sir; that is the largest single item. At one 
time it was a separate appropriation, but for convenience it was con- 
solidated several vears ago with the appropriation for salaries and 
expenses of the Bureau of Accounts. 
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Senator Ecron. I might say, Mr. Chairman, as far as I am con- 
cerned, any of these boards or agencies that do effect savings and then 
either put it in the reserve or return it to the Treasury, as far as I 
personally am concerned will get a lot more consideration than any 
of those who, even though they might be able to effect some savings, 
rush in at the last minute and spend every dime of it in order to 
justify an additional request for another year. Any department or 
any bureau that will make a saving and bring in a report here and 
show this committee that they have saved and have tried to be 
economical and that they are cognizant of the fact that they are 
handling the publie’s money which has been placed in their trust 
should be congratulated and commended, in my opinion, and I think 
that should be encouraged in every department. 


PERSONNEL REDUCTIONS SINCE WAR PEAK 


Senator Haypen. In that connection; how does the number of 
people you have employed compare this year with last year and the 
year before, and so on? Is there an increase, or a decrease in 
personnel? 

Mr. Maxwe.u. We have had a decrease for the last several years, 
Senator. The average number estimated for 1951 is 231 and we 
estimate the same number for 1952. In 1950 we had 236. That is 
five more than we had this year. In 1949 we had 261, which is 
around 15 people more, and in 1948 we had 269, which is 8 more than 
we had in the succeeding year. We have had a continuous reduction 
since the peak of the war, when we had around 388. 

Senator Haypen. That would indicate a sincere desire to effect 
economy. 


CHANGED ACCOUNTING PROCEDURES UNDER 1950 ACT 


Mr. Maxwe ut. That is one of our principal projects of our staff, 
to make studies to see where economies can be made. As a matter 
of fact, the Secretary of the Treasury has been very much interested 
in these management projects, and a lot of savings have been made 
by effecting c hanges i in procedures. 

I might say, with respect to accounting, that we have been more 
or less bound in the past years by the fact that certain laws require 
certain procedures to be followed. But under the Budget and Ac- 
counting Procedures Act of 1950, passed last fall, it gives the Secretary 
of the isdibnes and Comptroller General certain flexibility with re- 
spect to accounting procedures, which means we can now put into 
effect some of the things we would like to have done a number of 
years ago. 

Under that law, one of the first things the Comptroller General and 
Secretary of the Treasury did was to make a change in the procedure 
for crediting payments back to appropriations. Very often refunds 
are made to appropriations and revolving funds which can be ex- 
pended. Under the old practice, the money had to be deposited with 
the bank and credited to the Treasurer’s account. We covered it 
with a warrant and sent the warrant to the General Accounting Office 
for counter signature. After that the agency had to requisition the 
funds and we made an accountable warrant which we sent to the 
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General Accounting Officer for counter signature after which it was 
returned to us again. It took from 10 days to 3 weeks to get the 
collection’s back in appropriation. The credit is now made in the 
appropriation immediately upon the deposit. So the agency has 
available the funds immediately from the revolving fund. 

Senator Kitcore. Are there any further questions? 

Senator Ecron. Mr. Chairman, I would like to ask Mr. Maxwell a 
little bit about this promotional activity relative to the sale of bonds. 

1 notice the unit cost is a little over 11 cents and an estimated 
minimum of 2,500,000 bonds for 1951-52. 

Mr. Maxwe.u. Does that relate to the Division of Disbursements 
under the issuance of bonds? 

Senator Ecron. Yes. 

Mr. Maxwe.u. Could we defer that question until Mr. Banning 
comes in? He will justify the appropriations for disbursement. He 
follows right after this and he has the figures on this item. 

Senator Ecron. Very well. 


1952 MINIMUM FUND REQUIREMENTS 


Senator Kingore. Are you in position to answer this question: 
What would be the minimum figure for the fiscal year 1952 that you 
would require in funds with your authorized strength of 231 and yet 
provide for the uncontrolled items, that is, pay raises and things of 
that kind, over which you have no control? 

Mr. Maxwe.u. Mr. Chairman, the amount which we require for 
personal services would be the figure which we included in the budget 
estimates. 

Senator Kiircorr. You can insert that in the record, but I mean 
leaving out all the other things that go along with it, to maintain the 
personnel which would be sufficient to do the accounting job and 
including in it, of course, adding on to that figure the uncontrolled 
items, over which you have no control. 

Mr. Maxwe tt. Mr. Chairman, to do the accounting job, which is 
the only thing we could defer without affecting operations of some 
other agency, would be just the amount which we estimate here for 
the 231 people. That was $1,021,750. That was for personal 
services. 

Senator Kiigore. All right, you can insert the figure. 

(The following information was furnished:) 

If the anticipated work volume for the Federal Reserve banks fails to material- 
ize in 1952, the appropriation estimate of $2,095,000 could be reduced to $2,020,000. 
This reduction is equal to the amount placed in reserve during the current year. 
(See explanation on following pages.) 

Mr. Maxwe .t. If we only receive the amounts which the House 
suggested we will have serious problems. We have certain fixed 
charges, like this reimbursement to the Federal Reserve banks, which 
we have to pay. That means the only recourse we would have would 
be to take the reduction out of personal services, and if we had to 
reduce $240,000, as indicated by the House, that would mean a reduc- 
tion of our personnel, from about 231 to 190, or even more. 

Senator Kitcorr. The question is to maintain the 231. 

Mr. MAxwe Lt. Yes, sir. 
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Senator Kirgore. You have to maintain them with all the items 
over which you have no control. That would leave out the question 


of equipment, supplies, and materials, reimbursement to Federal 
Reserve banks, for instance. 


1952 MINIMUM REIMBURSEMENT COSTS 


Mr. Maxwe tt. With respect to the reimbursement to Federal 
Reserve banks, we probably, on the basis of the current volume as it 
runs now, could probably get along oe the $75,000—the same 
amount which we placed in reserve this ye However, if there is an 
increase in volume which we had saticipated for 1952, we will need 


those funds. But if we have no change in volume next year we would 
continue to save that $75,000. 


COSTS FOR EQUIPMENT 


Senator Kintcorr. How about equipment, 
equipment, and so forth? 

Mr. Maxwe tu. We proposed in our statement, if the cut would 
stand to knock out all kinds of equipment. But that would mean that 
we would have no funds to replace old adding machines, book- 
keeping machines, or equipment of that kind. We generally try 
to replace the old machines on this basis: in the case of bookkeeping 
machines, 10 years or older and adding machines 12 to 15 years or 
older. We try to replace enough each year to keep our equipment in 
fairly good order. 

Senator Kitcore. How does this compare with the replacement as 
of the current fiscal year? 

Mr. Maxwetu. Our eo for equipment for the last fiscal 


year (1950) amounted to $10,077. We estimated an expense of about 
half that for 1951. 


which includes tax 


SUPPLIES AND MATERIALS 


Senator Kitcorr. How about “ 
cut $1,000 on that? 

Mr. MAxweELL. 
inventory. 


Supplies and materials”; could you 


That would mean we might have to cut down our 
As a matter of fact, we probably are going to have more 
difficulty in getting supplies and materials in the future than we 
have in the past, because I understand now it takes longer to get 
orders delivered. That means you have to order 

to get the stock needed. 
item by a thousand dollars. 


Senator Kitcore. All you have to do is put “‘DO-97”’ on them and 
you will get them. 


further in advance 
So we might not be able to reduce this 


COSTS FOR TRAVEL 


Senator Kitgorn. Can you tell us about the item of travel? How 
many people do you have traveling around? 

Mr. Maxwe tw. We have certain people traveling, for example, in 
arranging for facilities for defense agencies. We have to send some 


people out sometimes to inspect these fac ilities, see what the bank has 
to offer, what the defense agency can furnish, and make the necessary 
We ‘also travel in connection 
For example, we are working 


arrangements to get the two together. 
with certain of our studies or projects. 
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now on a study which would involve a new method of reconciling 
checks paid, which has previously been done by the General Account- 
ing Office. But we are studying now whether that should be handled 
by some other group. We have an experimental project in St. Louis. 
Some. of our staff have made several trips to St. Louis. 

Senator Kitgore. Can you tell us how much of your travel con- 
sists of relatively long trips? I just wondered if you could not be-re- 
imbursed for the necessary travel from other agencies. 

Mr. Maxwe tu. We would have to stand any expense in connection 
with our own activities. 

Senator Kincore. The other agency might simply pay half of it. 

Mr. Maxwe t. I just do not know how that would work since it 
is our responsibility to carry out these activities and they might feel 
that they should not be paying for work that we are supposed to carry 
out. 

Senator Kitcore. I think they ought to pay you a fee for your 
trouble. 

Mr. Maxwe.u. They might feel they should not be paying for our 
work. 

TRANSPORTATION OF THINGS 


Senator Kincore. Can you tell us now about the item of transpor- 
tation of things? 

Mr. Maxwe tu. That involves freight and express on supplies like 
the punch card receipts we have to buy for the withheld taxes. That 
involves the purchasing and transmittal to all the collectors of internal 
revenue and the Federal Reserve Banks. 


QUESTIONED NEED FOR EXPENSE ITEM 


Senator Kirgore. I have been wondering about that. It seems 
that in my State everything the Government buys is bought f. o. b. 
Washington or f. o. b. Norfolk or f. 0. b. some other place. I have 
been wondering whether or not all those things could be f. 0. b. and 
get rid of this question of transportation of things. Why could it 
not be bought on a unit price basis in Washington? 

I ask that question in all sincerity. 

For instance, you will run into something like this: The Navy was 
getting ready to discontinue the use of coal at Norfolk. They said 
it was cheaper to use oil. I insisted on a comparative study and I 
discovered that the coal they were discontinuing was f. 0. b. navy 
yard. The oil they were buying was f. 0. b. some place down in 
South America. It did look cheaper on paper that way, but actually 
was not. 

I sometimes wonder if, in the interest of uniformity for the Appro- 
priations Committee picture, these figures could not be made f. o. b. 
point of delivery. They do it for commercial houses. Why could 
they not do it for the Government? 

Mr. Maxwe tu. I am not sure I can answer that question, Mr. 
Chairman. 

Senator Kitcore. I have found that I can get things at lower 
prices by buying personally than can the Architect of the Capitol. 

Mr. Maxwe tt. I would not be surprised if you could. At one 
time the Government got special rates on freight by reason of the 


land-grant system. 
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Senator Kiiegore. That is all gone. 

Mr. Maxwe.t. That is no longer effective. That was one reason 
why we might get cheaper rates, but at the present time I cannot 
answer that question. 

Senator Kitcore. I cannot, either, because there is not a single 
company that sells in bulk to anybody that will not quote you a price 
f. o. b. point of delivery. That would do away with that one item 
which comes up every time, the item of transportation of things. I 
can understand that when you send something to a suboffice, for 
instance, you have to have funds for transportation of things. But 
I cannot see why it could not be included in the price when it is first 
coming in, because it is a part of the cost of the item. 

Mr. Maxwe tu. Mr. Barker, the gentleman who has charge of 
purchases, might be able to answer. 

Senator Kiitcore. All right. 

Mr. Barker. I do not have any reason other than what you said, 
except that one time there was a land grant which gave the Govern- 
ment a priority rate. I probably could look that up and give you 
some answer as to why that would be, except, as you say, we might be 
shipping to a branch office somewhere, and in that case we would have 
to have transportation. 

Senator Kitcorn. That is outgoing. 

Mr. Barker. However, Mr. Chairman, we would pay for it in in- 
creased cost, in prices. We would do away with the one item; I agree 
with you. 

Senator Kitgore. But any other industry or manufacturer treats 
the cost of delivery to the point of delivery as a part of the cost of the 
item. 

Mr. Barker. We do that in some instances. 


COMMENTS ON GOVERNMENT AND PRIVATE PURCHASES 


Senator Kitcore. I get disgusted here with Government purchases 
when I see how much cheaper private purchasers get things even in 
lesser quantities than does the United States Government. You can 
just check typewriters, check carbons, brick, and I can give you thou- 
sands of items, and go out and get somebody who is buying at whole- 
sale right here in the District and check his prices against the prices 
we are paying, and you will find we are paying higher prices. For in- 
stance, I can buy a typewriter cheaper than I can get the United States 
Government to sell me one. I was trying to buy. a speech typewriter 
for my office recently and I discover ed I could buy it cheaper back 
home from a friend of mine who was an agent for the typewriter com- 
pany than I could buy it through the Government for my office. 

Mr. Maxwe ut. At one time, when the Bureau of Federal Supply 
was’ originally established, the theory was that by consolidating all 
the purchases of the Government and buying in larger quantities, 
we could get the benefit of large quantity buying at lower prices. 
But whether that is true now, I just could not answer that question. 

Senator Kirgorr. When you turn in a typewriter you get 20 per- 
cent for it. 1 could sell my own typewriter in the office and go out 
and buy one at retail cheaper. 1am just wondering why we cannot 
get away from that. I know it was a gift that the railroads got when 
we had that land-grant thing which has now been done away with. 
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That is something against which I voted and which I felt was one of 
the most grand and glorious steals I have ever seen pulled. But why 
not get away from that and get on a straight competitive basis? If 
we do that I guarantee you we can cut these budgets. 

Mr. Maxwe t. I will ask Mr. Barker to look into our future pur- 
chases in the Bureau of Accounts and see what he can turn up. 

Senator Kitgore. I know you are bound by certain rules, laws and 
regulations; but why: do you not come up to the Congress with sug- 
gestions for changes? 

Mr. Maxwetu. We can look into the matter, at least with respect 
to our own purchases. 

Senator Haypen. Of course, the main problem would be in the 
big purchasing agency, whether it should change its policy. That is 
where there would be a saving to the Government. 

Senator Kitcore. A big purchasing agency has to recognize there 
are other manufacturers other than the few choice, select ones with 
whom they have been dealing, and who can manufacture just as good 
and maybe better items. 

Mr. Maxwe tt. There are certain expenses through which we have 
to go in making the purchases. 


DEPTH BOMB PRODUCTION INCIDENT 


Senator Kingore. I will never forget the instance in 1942 when 
the submarines were parking on our front doorstep and the Navy 
only had a 2 weeks’ supply of depth bombs left. Do you think you 
could persuade the Navy to consider these churn companies and 
washing-machine companies and other sheet-metal workers to supply 
them with the depth bombs? A depth bomb is nothing under the 
shining sun but a GI can with a sealed lid and an opening, in which 
you screw a compression fuse. Any of those companies could make 
it, but they wanted to put the order with the Budd Wheel Co., and 
Budd Wheel Co. would have to build a new factory and charge us all 
sorts of atrocious prices. When they were forced to, they let the 
contract to some of the washing-machine companies and churn 
companies in the Middle West, and you had all the depth bombs 
you needed rolling down the ways at about 70 percent of the cost 
that the Budd Wheel Co. wants us to pay for them, and in 3 weeks’ 
time after the contract was let. We never were out of depth bombs 
as a result of that. But we sit over. here and we only recognize 
certain groups of people. 

Mr. Maxwe tu. The Bureau of Federal Supply has liberalized the 
rules with respect to open-market purchases by making the limit now 
$500 instead of $100. ‘That gives the purchasing office somewhat more 
leeway with respect to doing as you say, going out and buying where- 
ever they can find the material. 

Senator Kiucore. It seems to me one of the greatest things the 
departments could do would be to introduce just a little quiet search, 
and I would be glad to vote for an appropriation for that, for a better 
method of purchasing. 

Incidentally, it would be the biggest help to little business in this 
country and the greatest help to democracy and the greatest help to 
free, peppy enterprise that ever happened. 
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NEED FOR OVER*ALL CENTRAL PURCHASING AGENCY 


Senator Ectron. Why should we not have a purchasing department 
in the Government to do the purchasing for everybody? 

Senator Kingore. May I say to you, Senator Ecton, that I have 
been advocating that for 10 long years, without any success. 

Senator Ecron. That is now being done in what agency? 

Mr. MaxweE tu. In the General Services Administration. 

Senator Kintcorer. It is the General Services now. But, unfor- 
tunately, General Services cannot go into national defense. Every 
little department of national defense, including even the armed serv- 
ices, does its own buying. We on the Hill do our own buying inde- 
pendent of that, and there are various others. 

Senator Ecron. It seems to me, Mr. Chairman, that there should 
be a purchasing department for the entire Government. Then you 
would have it all centralized and you would know there is no duplica- 
tion and you would know what each and every one of them had on 
hand at all times. 

Senator Kingorr. May I say to you that the representatives of the 
two big business machine outfits in this country came to me in 1945 
and asked me if I could not stop the purchase of their products and 
see that it was not allocated from things already purchased, due to the 
fact that they were being dumped on the market as surplus property. 
Their contention was that they would have to service it and it would 
be unsatisfactory, would hurt their reputations. When that happened 
we found warehouses full, because every time some general got assigned 
to Washington he had to have everything new, from a new desk and a 
new chair and typewriter and adding machine and comptometer, 
and a new this and that, and what had formerly been in that office 
was just moved out and put in a warehouse. That is when the 
quartermaster for the ground services, the Army at that time, put in 
that service they had of allocating furniture. That did get some of it 
straightened out, but not nearly enough. If we had a central pur- 
chasing agency that could be eliminated. 

Mr. Maxwe... It may be that this joint group of the Budget 
Bureau and the General Accounting Office and the Treasury might 
undertake such a study, although it is in the purchasing field rather 
than the accounting field, and 1 am not sure that could come within 
their jurisdiction. 

Senator Haypen. What are they doing in the accounting field now? 

Mr. Maxwe tt. Mr. Cake, who is the Associate Commissioner of 
Accounts, is here, and I think he will be glad to explain some of the 
projects on which he is working. 

Senator HaypEN. We would like to hear about it. 

Senator Krngorr. Yes. Go ahead. 

Mr. Cake. Senator, did you want to have me speak about the 
Treasury’s participation in this program? I assume that is what you 
want. 

Senator Haypen. That is right. 


JOINT ACCOUNTING PROGRAM 


Mr. Cake. The work of improving the Government’s accounting is 
carried on within the Treasury Department under a compr ehensive 
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program of the Secretary. This internal program is so organized 
as to assure, on the one hand, appropriate departmental leadership 
in making the Treasur y’s own accounting and reporting of the 
greatest value and, on the other hand, effective participation with the 
General Accounting Office and the Bureau of the Budget in achieving 
the greatest possible improvements in accounting on a Government- 
wide front. 

Senator Haypren. How long has that program been under way? 

Mr. Cake. Senator, the program started in 1947. I think the in- 
ception date can be said to be December of 1947. It was at that time 
that Mr. Warren, Mr. Snyder, and Mr. Webb, who was then Director 
of the Bureau of the Budget, got together informally and agreed that 
something should be done about the whole accounting situation in the 
Government to make it of real value not only to the executive branch 
but also to the Congress. There was about a year of spade work done 
in organizing. It takes time in tackling a problem like that to get it 
properly organized so that you get your policies pretty clearly set, and 
your program of work set, and determine how it is to be attacked. 

So about a year after that—I would say it was around in January 
of 1949—there was a very specific document issued and signed by 
those three officials, which definitely explained the program, the poli- 
cies that they agree to, and the main areas in which work was to be 
carried on. It was a very comprehensive working document and was 
the basis from which to work. That was highly important because it 
was the only way to assure, by coordination of work in different agen- 
cies, that everything that was being done had a given goal and was in 
the right direction. Heretofore in the Government there has been 
cooperation, but it has not been organized cooperation and the objec- 
tives have not been clearly stated and the goals that we are trying to 
reach were not clearly stated. This document took care of that, so 
that everything that was being done, small or large, was in that direc- 
tion and was not going off at a tangent. 

Senator Kitcorr. When was that? 

Mr. Cake. That was in December of 1948 or January of 1949, 
1 year after the original meeting of the three officials. In that inter- 
vening year the spade work was done by the staffs of the three agencies 
in developing the program, the working lines of the program. 

Senator Kingore. When was the last time since that there has 
been a joint meeting of any kind? 

Mr. Cake. The last meeting that the three officials had was in 
Secrétary Snyder’s office this last January 1951. The meeting was 
primarily to review the progress made and consider a very compre- 
hensive progress report, which was issued as a result of the meeting. 
I understand that the staff of your committee has been supplied with 
copies of that progress report, which undertakes, as well as you can 
in that kind of a document, to be specific about the things that have 
been done and accomplished. It is not a report of the things remain- 
ing to be done; it is a report on what has been done. It does not 
attempt to explain all the deficiencies that may still exist in the 
accounting work of the Government. 


SAVINGS EFFECTED 


Senator Haypren. Does it indicate there have been any savings of 
money or savings in time? 
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Mr. Cake. Senator, on this question of savings, I would like to 
make this statement: This program is dedicated, first of all, to im- 
prove accounting results, in other words, to get the kind of results 
which Congress needs from the accounting of the Government in the 
support of appropriations and for organic legislation of a financial 
character, anything of that sort. That is the primary objective. 

In doing that, along with that, we are definitely undertaking to 
try to do the work in a way which will eliminate all overlapping, 
duplication, unproductive effort in producing accounting results that 
have no useful value but are simply being done because they have 
been done for a number of years, in other words, cleaning out the 
brush in the process. From that process, savings are inevitable, and 
there have been some savings. 

Senator Kitcore. Did you say savings are inevitable? 

Mr. Cake. Yes, sir. 

Senator Kiircore. Why? 

Mr. Cake. Because if you eliminate records that have no useful 
value you are bound to get savings. 

Senator Kircore. That is true. But how about the other savings 
that can be effected if the thing is carried out, if the suggestions are 
carried out; savings in procurement and such? 


SAVINGS IN GAO 


Mr. Cake. We hope that there will be a resulting saving because 
by having better accounting information for management, where 
operations are carried on, as well as better information for Congress 
and the Bureau of the Budget, that management will be able to spend 
money more wisely than they have before. It is the same type of 
benefit that business gets by having good financial information on 
what they are doing. That is the sort of results that should come 
from good accounting. : 

But in addition to that, the savings to which I was first referring 
really come from eliminating unnecessary accounting effort, over- 
lapping, duplication. An outstanding example of that, I think, has 
been the action taken by the Comptroller General in eliminating a 
complete set of central appropriation accounts in the Government, 
which his office maintained, which paralleled those in the Treasury. 
As a result of that, and 1 am sure you have seen his statements about 
it, he has saved a million dollars. That is the kind of thing I am 
re ferring to; strengthening the system and having one ood set of 
accounts in one place rather than duplicating accounts. 

Senator Haypen. I know it is true that for a long time a duplicate 
set of accounts was kept. One was in the agency spending the money 
and the other was in the General Accounting office. They had the 
same thing. Now you are getting down to where you have one 
account that does the job, is that correct? 

Mr. Cake. There were really three, Senator. There was a set of 
central appropriation accounts in the General Accounting Office, a 
set in the Treasury, and also appropriation accounts in the agencies 
spending the money. What has been eliminated at this stage is one 
set of appropriation accounts in the General Accounting Office. But 
we still plan to maintain—and the law so requires—a set of central 
appropriation accounts in the Treasury, which will bring together these 
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vast expenditures in one place and enable the Government to have the 
information in one place on these appropriations rather than the 
Bureau of the Budget or Congress attempting to find out about the 
situation from hundreds of places throughout the Government and 
trying to put the information together. 

That is not an extremely expensive operation because we do not 
undertake in maintaining these central appropriation accounts in 
the Treasury to do other than establish the limitations for the appro- 
priations and the restrictive amounts which Congress authorizes for 
the purpose that it says, and we simply undertake to account for the 
ultimate expenditures of the appropriations in terms of the money 
finally paid out of the Treasury. 

Senator Kircore. That is right. And by so doing you have 
eliminated one section of the General Accounting Office and have 
saved the Government approximately $1,000,000 a year; is that right? 

Mr. Caxe. That is correct. 

Senator Kitcore. I would like you to go one step further, and J 
am not criticizing the Treasury on this. I want to see how far the 
various departments have applied that to their own procurement 
and budgetary requirements. The fact that you have simplified it 
very much for them should make it much easier for these —— who 
are doing the buying. 

Mr. Caxe. I think that is right, Senator. 

Senator Kitcore. I compliment them for doing that much, and I 
am just waiting to see if we get some results from it. 


GAO SPEARHEADING JOINT PROGRAM 


Mr. Cake. Mr. Chairman, in this program the General Accounting 
Office, which, incidentally, is the agent of Congress, is spearheading 
the work in the various individual agencies of the Government. 
That is their primary part in the program. Our part, from the 
standpoint of the Treasury, is undertaking to make the Treasury’s 
own accounting system as strong as possible, and the basis for produc- 
ing good central financial reports for this Government as an over-all 
proposition and working with the General Accounting Office and with 
the Bureau of the Budget not so much in the actual spade work at 
the points in the agencies but in a consulting capacity and on the 
necessary principles, and so forth. That will give the agencies what 
they need and supply us a good accounting basis for assembling this 
information for whatever type of general, over-all reports will be most 
valuable to the Government in terms of the budget and that sort of 
thing. 

amasek Kitegorer. You used to have an agency set up for procure- 
ment in the Treasury Department, is that right? 

Mr. Cake. Yes, sir. 

Senator Kizcore. That is gone with the wind, is not that right? 

Mr. Cake. That was transferred to the General Services Admin- 
istration under the new legislation. 

Senator Ecron. I think, Mr. Chairman, in view of the fact that the 
Comptroller General has been able to cut ‘down a lot of positions, we 
would like to see the other bureaus of the Government get into a 
position where they could eliminate several hundreds of positions, too. 
I think that is about the only way you are ever going to get this cost 
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down. It seems to me that everybody has to just get right down to 
brass tacks and do something about it, especially during these times 
when the people out through the country are becoming greatly exer- 
cised over the cost of the Government and the bigness of Government 
and the contemplated increased taxes upon them. I think it just 
behooves all of us to do something about it. What some of us have 
been wondering about is why a congressional agency has seemingly 
made more progress along that line than an agency under the executive 
branch. 

Mr. Caxe. Of course, that was an outstanding example of duplica- 
tion, which was easy to see. There is no question but what that is 
being striven forin the program. Butitisalong-range program. Itis 
not something that can be accomplished overnight by sensational 
changes. Furthermore, one of the guiding principles in this program 
is to make changes, but to make them carefully and be sure that the 
Government’s interests are safeguarded; in other words, that we do 
not make changes that are going to weaken the system rather than to 
strengthen it. In that sense it is definitely a transitional type of 
program. 


SIMPLIFICATION OF ACCOUNTING PROCEDURES 


Senator Ecron. You have already had some success, have you not, 
in effecting simplification in some of the accounting of these various 
agencies? 

Mr. Cake. Yes, sir. There has been considerable simplification, 
I think, of some of our Government-wide procedures. 

Senator Ecron. Have there been any personnel reductions? 

Mr. Cake. I am not in position to answer what personnel has been 
reduced in agencies or that sort of thing. Mr. Maxwell referred to the 
fact that over the past 4 or 5 years—I forget how long it was that he 
mentioned—that there has been a reduction in personnel in the 
Bureau of Accounts. 

I think, Mr. Maxwell, I am correct in saying that has come to a 
certain extent through a simplification of accounting procedures in the 
Bureau of Accounts. 

Mr. Maxwe tt. That is correct. 

Mr. Cake. As a result of changing the appropriation accounts from 
the complicated, what we call warrant basis of account keeping, we 
are effecting simplifications. 

The new “budget and accounting legislation that was enacted last 
September, with which the committee is, of course, familiar, has 
modernized the Budget and Accounting Act of 1921. One of the out- 
standing features of ‘that legislation, I think, is that it provides some 
badly needed flexibility for relaxing some of the requirements in 
accounting that have been legislative requirements for many, many 
years, traditionally, back to the beginning of the Government. There 
is a section in that legislation which gives the Secretary of the Treasury 
and the Comptroller General the power jointly to modify what we 
call the warrant procedures in accounting for appropriations and 
receipts of the Government, whereby we had to issue warrants 
acknowledging the receipt of ‘money into the Treasury and the pay- 
ment of money out, and the Comptroller General: had to audit and 
countersign those warrants. 
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One step has already been taken in that direction, in the first joint 
regulation that these officials have issued. Heretofore, when money 
was collected that represented a repayment to appropriations by an 
agency, the money had to be deposited in the Treasury. Then a 
covering warrant had to be issued by the Secretary of the Treasur 
and that warrant had to go to the Comptroller General, even chouals 
it was credited to an appropriation and available to be spent. The 
Comptroller General had to review the warrant and countersign it. 
Then it had to come back to the Treasury. Then the agency had to 
be notified that the money was credited and the agency had to requisi- 
tion the money from the Treasury for advance to a disbursing officer. 
Then another warrant had to be prepared advancing this money to 
the disbursing officer and placing it to his credit, and the agency was 
notified and then they were ready to spend the money that Congress 
had already appropriated. 

Under our first regulation, all of those intermediate proceedings 
have been eliminated. The agency collects the money. They de- 
posit the money for credit to a disbursing officer’s account immedi- 
ately, and it is credited to his account without issuing a covering 
warrant at all. It is accounted for and picked up by the Treasury 
and accounted for and picked up by the agency. The Government’s 
business is expedited, obviously, because the money is more readily 
available for disbursement, and a lot of paper work has been elimi- 
nated. That does not only affect the Treasury but it affects the 
General Accounting Office and the Disbursing Office and agencies of 
the Government spending the moneys. 

It is just typical of the kind of simplification that is going on under 
authority of this act. But it takes time to work out these procedures 
and we want to be sure that in substituting something the Govern- 
ment’s funds are just as well safeguarded and that no accounting 
control is lost. What we are doing is simplifying the procedures and 
eliminating paper work. 


LEGAL OBLIGATIONS OF GOVERNMENT DETERMINED BY COMPTROLLER 
GENERAL 


Senator Ecron. Let me ask you in connection with the accounting. 
Have the Treasury and the General Accounting Office and the Bureau 
of the Budget ever come to any common agreement as to what the 
Government obligations were; that is, does one department consider 
certain things as an obligation of the Government whereas another 
department will not? Does that not mix up the accounting? 

Mr. Cake. No, sir, the final authority to determine what constitutes 
a legal obligation against any given appropriation rests with the Comp- 
troller General of the United States. 

Senator Ecron. He is the man that makes that determination? 

Mr. Cake. Yes, sir. 

Senator Ecron. He defines the terminology? 

Mr. Cake. Yes, sir, and in individual cases if there is any question 
whether it is a legal obligation of an appropriation in a given fiscal 
year he is the one who renders the decision as to whether it is or is 
not under the law. 

Senator, I might add this, that from an accounting and reporting 
standpoint, dealing with obligations, the General Accounting Office, 
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the Treasury Department, and the Bureau of the Budget have a joint 
regulation which was revised recently and improved under this joint 
program which makes it clear to the agencies the basis for their 
accounting and reporting of those obligations. Incidently, that was 
another simplific ation that was worked out as a result of this coopera- 
tive program. Prior to that there was a duplicate reporting. The 
General Accounting Office received reports of appropriations on one 
basis and the Treasury and Bureau of the Budget had regulations for 
reports to them for central purposes on a different basis. That was 
eliminated, and there is the one regulation now. 

Senator Ecron. I think that would be very helpful and would 
simplify a lot of matters. 

Senator Kintcore. I note here in the testimony of Mr. Warren 
before the Independent Offices Appropriations Subcommittee, Senator 
Ellender asked him: 


You are abolishing the bookkeeping system as I understand it. You stated 
previously this work was done in other departments? 
The answer was that other divisions of our office are doing that, but 
that the Division was reduced from 325 to 61 people, showing a 
reduction in that particular accounting work as a result apparently 
of that conference, and he also stated in that same testimony that 
this reduction and change-over eliminated a lot of paper work that 
had previously been carried on. 

Mr. Cake. Mr. Chairman, that $1,000,000 was a net saving. 
There were a few functions of the old Accounting and Bookkeeping 


Division which are still carried on, and that represents the work of 
approximately 61 people. 


JOINT PROPERTY ACCOUNTING PROGRAM 


Senator Kitcore. Do you carry on any property accounting to 
see how we stand with reference to owne rship on property? 

Mr. Cake. Mr. Chairman, under this joint program there is a 
definite project for improving property accounting and the Comp- 
troller General is working ¢ losely, [ happen to know, with the General 
Services Administration in surveying and improving property ac- 
counting. In fact, the ¢ ‘omptroller General is required by the law, 
the legislation dealing with creation of the General Services Adminis- 
tration, to actually prescribe the principles and standards of property 
accounting. But the General Services Administration have a very 
great interest in that from the management standpoint and are col- 
laborating with the General Accounting Office in a study of that 
problem. We have no people from the Treasury working on it 
specifically under the joint program. 

Senator Ecron. When you refer to property accounting, that is 
not real estate owned by the Government, that is stoc ks and in- 
ventories? 

Mr. Cake. Basically that is the real problem of accounting for 
property. 

Senator Kincore. With that you do not have any connection, how- 
ever, with the question of property of the armed services, do you? 

Mr. Cake. No, except that the armed services, the Department of 
Defense, is not excluded under the new accounting and auditing 
legislation from the Comptroller General’s authority to prescribe 
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principles and standards and related basic requirements for account- 
ing in the Department of Defense. He has that authority and has 
at the present time about four men full time working on accounting 
right down in the Department of Defense. 


EXAMPLE OF INEFFICIENCY IN PROPERTY ACCOUNTING 


Senator Kincore. I am wondering how you explain it. If you 
remember in World War II when the European theater requested 
100 steam shovels or whatever it was, the minute it was shipped from 
the depot in this country it was dropped from the property accounts 
of that depot and was not picked up en route to the port. They 
might discover they did not want to use it whereupon it was sent into 
an R. and H. point, and there it became lost and it was only after the 
war was over that we started discovering thousands of boxcars, steam 
shovels and everything else. In World War I that was not followed. 
In World War I the property accountability followed right straight 
into the theater, and the only way you would get rid of it was by 
showing it was lost in combat or through some other source. In this 
last war they did not know what was in the theater because they did 
not know what was in the R. and H. points. There was the biggest 
waste we had in World War II, and that is why I am asking you about 
property accountability and responsibility for the other Government 
bureaus because it is my hope that we can get the Army back into 
the bounds of reality and to realize that the taxpayers have to pay 
for these steam shovels. 

For instance, I found 200 rotary snow plows being shipped to North 
Africa. I have not yet determined what they were being shipped 
there for. 1 found them down in Norfolk in process of being loaded 
at one time. Those things did happen. 

On the other hand, none of the other nations used that system. All 
of them had central procurement, but apparently it was a problem 
with us. As I have frequently said, if you want to cut this budget, the 
best thing is to find those items, 


REQUEST FOR SAVINGS UNDER JOINT PROGRAM 


I wish you would insert at this point in the record just a statement, 
you would probably have to collaborate with the General Accounting 
Office, showing the amount saved by reason of those short cuts in that 
operation that you have worked out by this joint control in which 
were eliminated 325 people and substituted 61 in one division of the 
General Accounting Office, and although it did not help Treasury any 
it helped the Government and various other things that have been 
accomplished in the way of paper work and administrative short cuts. 
I wonder if you could figure that up and bring it back at a later date? 

Mr. Cake. Mr. Chairman, I will do whatever is possible, but I 
think it is such a vast program that it would be very difficult for the 
Treasury, since they are not actively engaged in many of these projects, 
like the General Accounting Office or the Bureau of the Budget, to 
figure up any saving on this program except by consultation with 
them. I mean, we just do not have the full information in the 
Treasury, and it would be an extremely difficult job. 
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Senator Kiieore. I think, if the other committee members agree, 
we might get somebody from the General Accounting Office up with 
you, and you could select the group, and we will have a short hearing 
on it and see what savings have been accomplished in that regard, 
because if you have accomplished something we want the Congress to 
know it and it looks like you have accomplished some things here. It 
looks like a step in the right direction. 

(The information requested is as follows :) 


EFFECT OF THE PROGRAM FROM THE STANDPOINT OF MORE ECONOMICAL 
PROCEDURES 


There has been no attempt on the part of the joint accounting program to 
‘document economies which may stem from the efforts which are being directed 
at making accounting of the greatest value in management of the financial affairs 
of the Government. Several examples should, however, serve to illustrate that 
there are instances in which economy is a natural result of the process of improving 
and strengthening accounting, and eliminating duplication, overlapping, and 
unproductive records and work that might exist. 

c. addition to the saving of nearly $1 million by elimination in the General 
Accounting Office of certain accounting operations which were common to the 
General Accounting Office and the Treasury Department, the following may be 
cited as typical examples of the effect of adopting improved methods and proce- 
dures. At least $150,000 was saved by the revision of accounting for public- 
coupon interest and related operating procedures in the Treasury Department. 
In the Maritime Administration (Commerce Department), revisions in procedures, 
as well as various reorganizations within the Division of Accounts and the 
accounting branches of the district offices, permitted in 1 year a reduction in 
accounting personnel from 392 to 285 employees. One example of savings 
resulting from the accounting improvement program in the Bureau of Reclamation 
(Interior Department) is a reduction of 35 percent in positions, about $40,000 in 
»ayroll expense, in one operation alone in the Washington office of the Bureau. 
Tn the Department of Defense the adoption of a simplified method of scheduling 
disbursements and collections on electrical accounting machines and revision of 
related procedures should result in the elimination of more than 100 clerical 
positions in regional accounting offices of the Department of the Navy, with 
comparable savings possible in the field-disbursing activities of the Departments 
of the Army and Air Force. As the result of the development of Public Law 636, 
approved August 3, 1950 (which simplified and improved the method of settling 
and adjusting the accounts of deceased civilian employees of the Government), 
and the implementation of that law through regulations of the Comptroller 
General, annual savings of about $100,000 to the Government will result, $42,000 
of these savings being in the General Accounting Office. 

In speaking of the joint accounting program, about a year ago,! the chairman of 
the Senate Committee on Expenditures in the Executive Departments stated: 

“Savings already effectuated directly attributable to this program, inciude 
(1) the abolition of 11 positions in the Department of Justice which carried an 
annual payroll of $33,000, and net savings in printing attributable to the abolition 
of such positions of about $5,000; (2) initial equipment orders canceled in the 
Veterans’ Administration totaling $888,000, through improvements in present 
systems and the proposed installation of more efficient methods; and (3) the 
elimination of 450 additional employees who were scheduled to have been added 
to the Federal payroll to process systems and forms now eliminated, aggregating a 
total payroll estimated at $701,500. Therefore, a direct annual saving of $1,636,- 
500 can be attributed to these efforts to date. 

“In addition to the forms abolished appropriate administrative reporting forms 
are being substituted for Standard Forms 1116, 1117, and 1118 which will, when 
fully effectuated, bring about additional savings, which cannot be accurately 
estimated at this time. Nor can an accurate estimate be made of savings effectu- 
ated through time spent by innumerable employees formerly assigned to the 
compilation of these and many other similar useless and duplicating reports.”’ 


Is there anything else? 


1 Congressional Record of January 19, 1950. 
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LANGUAGE AMENDMENT REQUESTED 


Mr. Maxwetu. Mr. Chairman, I have a request for a change of 
language if you would like to have it now. 

Senator Kingore. All right. 

Mr. Maxwe tu. The Revenue Act of 1950 approved September 23, 
1950, amended section 56 (b) of the Internal Revenue Code with 
respect to installment payments of income taxes by corporations. 
Prior to that time corporations were permitted to make their income 
tax payments in four equal installments over the year, but under this 
act, as you know, it accelerates the payments so at the end of the next 
4 years, the payments must be made in two installments, when the 
tax return is filed and 3 months thereafter. This would cause an’ 
especially large number of checks to be drawn against the banks 
during those two periods. To avoid any undue strain on the money 
market the Secretary has authorized the special depositories which 
maintain an account called Treasury tax loan accounts with the 
Treasury of the United States to credit these accounts with the 
amounts of such payments not to exceed the amount of checks drawn 
against each particular bank. In effect, what that does is permit the 
bank to charge the taxpayer's s checking account and credit the Treas- 
ury of the U nited States. So that there is no money drawn out of the 
bank at the moment. 

To do that it is necessary for the Federal Reserve banks to go 
through certain processes which they do not ordinarily perform in 
connection with clearance of checks. They feel that the Federal 
Reserve banks, should be reimbursed for that work. This request 
came in too late to get to the House before the bill was reported out of 
committee, so we are bringing it up at this time with the hope that 
you gentlemen will give it favorable consideration. On March 5 the 
fiscal officer asked me to see if | would make such arrangements. 

Senator Kirgore. On line 16 strike out the word ‘withheld’’? 

Mr. Maxwe tu. That is right. 

Senator Kitcore. On page 2, line 16? 

Mr. MaxweE .t. Strike out the word ‘‘withheld’’ before the word 
“taxes”. I have a letter addressed to you formalizing that request. 

Senator Kitcore. Could I insert that in the record at this point? 

Mr. Maxwe Lt. Yes, sir. 

(The letter is as follows:) 
TREASURY DEPARTMENT, 

FiscaL SERVICE, 
Washington, April 10, 1951. 
Hon. Hartey M. Kivcore, 
Chairman, Treasury-Post Office Subcommittee, Committee on Appropriations, 
United States Senate, Washington, D. C. 

My Dear Mr. CHatrMAN: In the Treasury-Post Office appropriation bill for 
1952 (H. R. 3282) the language of the appropriation: ‘Salaries and expenses, 
Bureau of Accounts,’”’ provides ‘‘that Federal Reserve banks and branches may 
be reimbursed for necessary expenses incident to the deposit of withheld taxes 
in Government depositaries.”” It is requested that the .word ‘withheld’ be 
stricken from this language in order to care for certain changes in procedures 
which have developed since the submission of the budget estimates for the fiscal 


year 1952. 
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Section 56(b) of the Internal Revenue Code was amended by Section 205 of 
the Revenue Act of 1950 (Publie Law 814, 81st Cong., 2d sess.) to provide for an 
acceleration of installment payments of income and excess profit tax of corpora- 
tions. The percentage of installment payments for the first 2 quarterly payments 
will be gradually increased over a period of 4 years so that at the end of that time, 
the entire tax liability will be paid in the first two quarters, starting with the 
year 1955. This will result in increasingly large payments in these two tax 
payment periods. 

To avoid any undue strain in the money market that could result from the 
immediate withdrawal of these tax payments from the banking system, the 
Secretary of the Treasury has authorized special depositaries of public moneys 
to accept for deposit in their Treasury tax and loan accounts amounts not to 
exceed the amount of checks drawn on such depositaries by corporations for these 
taxes remitted to Collectors of Internal Revenue. Accordingly, for the first tax 
payment period under this law, the collectors of internal revenue have been 
instructed to segregate bank-check remittances of $10,000 or more for deposit 
separately with Federal Reserve banks. The Federal Reserve banks must give 
special handling to these deposits in order to put the money into the Treasurer’s 
tax and loan account with the Federal depositaries. 

This work is not a part of the regular functions of the Federal Reserve banks in 
clearing checks and therefore such banks should be reimbursed for their adminis- 
trative expenses incurred in connection therewith. It is understood that most of 
the banks expect to utilize the facilities already established in their Withheld Tax 
departments to process these special items. Although the banks feel that this 
additional cost will not be large, there are now no appropriations available from 
which to reimburse them for these expenses. In order to avoid the necessity of 
obtaining an additional appropriation and establishing a separate cost system 
within the Federal Reserve banks to ascertain the cost of processing these special 
items, it is desirable to permit the banks to consolidate such charges on their regu- 
lar reimbursement voucher for handling withheld taxes. It is therefore requested 
that the word ‘“‘withheld”’ be deleted from the language of the appropriation. 

Your kindness in taking such action as may be necessary to adjust the appro- 
priation language in the estimates for the fiscal year 1952 now pending before your 
committee will be appreciated. 

Very truly yours, 
R. W. MaxweE tt, 


Commissioner of Accounts. 

Senator KiiGgore. Is there anything else which you have? 

Senator Ecron. Would that make any difference then, Mr. Maxwell, 
relative to the reimbursements to the Federal Reserve banks? 

Mr. Maxwe tt. There will be a slight amount involved. The banks 
initially do not think it will be very much, but the banks expect to 
handle this through the same organization that handles the with- 
holding tax. Rather than get a separate appropriation for this 
purpose Mr. Bartelt asked if we could get this appropriation made 
available so that it would avoid the necessity for the banks to deter- 
mine a separate cost for each item, and they could put it in with the 
withheld tax voucher. 

Senator Kingore. Is there anything further? 

Mr. Maxwe uu. Nothing, Mr. Chairman, unless you have some 
questions. 

Senator Kircore. Thank you very much, gentlemen. 


81916—351— -20 
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BurEAvU or AccouNTS 


SALARIES AND EXPENSES, DIVISION OF DISBURSEMENT 


STATEMENTS OF R, W. MAXWELL, COMMISSIONER OF ACCOUNTS, 
P. D. BANNING, CHIEF DISBURSING OFFICER; J. F. CANNON, 
ASSISTANT CHIEF DISBURSING OFFICER; C. O. BRYANT, 
ASSISTANT CHIEF DISBURSING OFFICER; AND R. E. SMITH, 
BUDGET OFFICER 


STANDARD CLASSIFICATION SCHEDULE 


Senator Kitcorr. The next item is ‘Bureau of Accounts, salaries 
and expenses, Division of Disbursement.” 

Senator Kincore. The standard classification schedule will be 
inserted at this point. 

(The standard classification schedule is as follows:) 


SALARIES AND EXPENSES, DIVISION OF DISBURSEMENT 


Standard classification schedule 

















j | see 
ree (+) | Increase (+-) 
: Ls Amount or de- a or de- 
—. : | Estimate, | Estimate, recom- crease (— crease (—) 
Standard classification | “1951 1952 mended | 1952 estimate] ill com. 
| by House compare’ pared wit 
| | with 1951 estimate 
yi if a ne Ni 
Personal services--.....-..-----.-- $9, 146, 149 $9, 611, 638 $8, 888, 638 no | +$465, 489 1 —$723, 000 
Travel__. wae 19, 702 19, 702 16, 702 od —3, 000 
T ransportation ‘of things. Eaaeoee 97, 203 104, 000 104, 000 ws “16, Pee ore. ee 
‘Communication services... -..-- | 57, 652 64, 450 64, 450 AEE lebanaiendhemee 
Rents and utility services: 
SO cat 2 Si tine % ional fo | Fi Diino ba 0 oats CME tisacsbenshsuan 
Equipment._.._-_-__-_-- | 293, 473 305, 910 "305, 910 AMO Te 
Printing and 1 reproduction: See “ 
eguiar wer 7, 628 168, 540 168, 540 PIO GED bosnnidiccdeese 
Purchase blank checks_____-|--.-.-. 454, 000 454, 000 EY Poti banca,2 inna 
Other contractual serv ices - --. - - - 152, 441 87, 059 87, 059 QR BOS }..o los 
Supplies and materials - .--.-- 794, 136 819, 648 819, 648 We BD | cb. ghaneded-o<e 
Bea ee ood isc. | 256, 815 366, 053 141, 053 +108, 238 2 —224, 000 
| os (se ee 
Total appropriation or 
CNG an i didditedongce 11, 050, 000 12, 000, 000 11, 050, 000 | +950, 000 —950, 000 











! This reduction will leave the Division with insufficient personnel to perform its statutory functions. 
2 This reduction will make it impossible to continue the equipment improvement program, but will 
enable replacement only of equipment worn out or broken down beyond repair. 


SALARIES AND EXPENSES, DIVISION OF DISRBURSEMENT 
(Estimate 1952, $12,000,000; 1951 act, $11,050,000) 
(House hearings, p. 97) 

(Bill p. 2, line 18) 

AMENDMENT REQUESTED 


Page 2, line 20, strike out ‘‘$11,050,000” and insert in lieu thereof ‘‘$12,000,000’’, 
the estimate: 
HOUSE ACTION 


H. R. 3282 providing funds for the operation of the Treasury Department for 
1952, as passed by the House, provided $11,050,000 under the head “Salaries and 
expenses, Division of Disbursement.’’ This amount is $950,000 less than the 
estimate as submitted to Congress. 
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The report of the Treasury-Post Office subcommittee recommended a reduction 
of $500,000. The comments of the committee as contained in their report on the 
bill are as follows: 

“The amount recommended in the bill for the Division of Disbursement is 
$11,500,000, a reduction of $500,000 from the 1952 budget estimate but $450,000 
more than the amount appropriated in 1951. Although this Division’s appropria- 
tion will be charged for the cost of blank checks during 1952, a cost formerly 
charged to the Bureau of Engraving and Printing appropriation, nevertheless, 
this is offset in part by the transfer of $108,000 to the General Services Admin- 
istration which brings the appropriation base for 1952 to $11,396,000. The 
amount recommended by the committee is $104,000 above this figure and should 
be sufficient for 1952. 

“The committee is well aware of the increased work load being borne by the 
Division of Disbursement, but while it is true that the increased volume of 
processing payments, collections and savings bonds is very directly related to 
national defense activities, the committee feels that the unit cost should decrease 
as the volume rises, rather than increase. A statement submitted by the Chief 
Disbursing Officer showed that the average unit cost of processing 198,097,940 
items was $0.06035 during 1950 but that the estimated average unit cost of 
processing slightly over 202 million items in 1952 would be $0.06234, or an increase 
of over 3 percent. If the 202 million items estimated for 1952 were processed at 
the same average unit cost that the items were processed for in 1950, savings of 
over $400,000 could be made, and if the unit cost were reduced to 6 cents the 
savings would be almost $475,000. 

‘‘Accordingly, the committee strongly urges the Division to make every: effort 
to reduce the unit cost of issuing checks through the efficient use of electronic and 
and mechanical equipment and improved accounting and payroll procedures. 
Although the committee fully realizes that the unit cost of making payments 
cannot be reduced to the figure of 3% cents that was reached in the national service 
life insurance dividend program, at the same time it is certainly a worthwhile 
goal or objective to bear in mind as a guide for future fiscal operations. The peak 
of efficiency in this area in the Division has not yet been reached in spite of the 
progress that has been made during the past few years.’’ 


JUSTIFICATION 


The appropriation requested for the fiscal year 1952 in the amount of $12,000,000 
involved an increase of $950,000 over the amount appropriated for the fiscal year 
1951. This additional amount is required to cover (1) the cost of blank check 
stock in the amount of $454,000, less a reduction in rental charges amounting to 
$108,000, or a net increase in expenses not heretofore borne by the Division of 
Disbursement of $346,000; (2) a substantial increase in work volume of 14,706,100 
items at a cost of $604,000. 

The following statement summarizes the increases and decreases between 1951 
and 1952: 

Increase 1952 over 1951 
Reasons for increase aero seata ‘ 


Items Cost 
Additional workload: 
Processing payments and collections: 
Veterans’ Administration sa aniiaaieiih haben heading tcada > Eiadeaiicéed en —3, 761, 200 | — $259, 421 
National service life insurance dividend _ __..........-..-.--- es 6, 235, 700 | 273, 800 
Social Security Administration _.......................-...-.---- | 11, 983, 300 | 583, 069 
Other administrative agencies. ........................-..----.--..--| 248, 300 | 6, 552 
Subtotal 14, 706, 100 | 604, 000 
Purchase of blank checks (heretofore furnished from appropriations « of | | 
Bureau of Engraving and Printing) -...................----- Sanat 454, 000 
FRE RIG os cnt cgi ene smnntiee ans | ~ 14, 706, 100 1, 058, 000 
Elimination of charges for space (including rental, ‘maintenance, and in- | | 


I hk hath ini hee we cde esisdhn daddies cobean wuss sede abipibs<s 7 — 108, 000 


BOO ONE... dcnbislidtindtiusanddunailen ctuevaaibe yethdnaandasdicuhey 14, 706, 100 | 950, 000 
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From the foregoing table it will be noted that the increase in volume is mainly 
attributable to two programs: (a) expansion of the activities of the Social Security 
Administration and (b) a greater volume of national service life insurance dividend 
payments in the fiscal year 1952 under the second dividend program, 

Social Security.—The estimate for these payments in the fiscal year 1952 is 
54,289,000, or an increase of 11,983,300 items over the fiscal year 1951. This 
represents the normal increase on this activity which has occurred each year of 
approximately 4 million benefit payments, plus approximately 8 million benefit 
payments to be made as a result of the Social Security Act as amended by Public 
Law 734, Kighty-first Congress, which extended the coverage of the act to persons 
heretofore not covered. 

National service life insurance.—During the fiscal year ending June 30, 1950, 
the Division issued 14,731,388 refund checks on the first national service life 
insurance dividend to veterans of World War II. The second dividend program 
will commence in April 1951, for which there was ineluded in the 1951 estimates 
a volume of 2,464,300 items. Payments in the fiscal year 1952 will aggregate 
8,700,000 checks—these payments to be extended over the full year and will 
represent an inerease of 6,235,700 items to be paid in fiscal year 1952 over fiscal 
year 1951. 

Basis for budget estimates —The Division of Disbursement receives and budgets 
its funds on the basis of the number of units to be processed, multiplied by the 
unit cost per item. No other funds are included. In recent vears the volume 
of work handled by the Division has been increasing and improved methods for 
writing checks and making collections have been installed to reduce costs. The 
premise that the unit cost per item should go down as the production goes up is 
subject to the condition that the constituent elements of cost and the underlying 
prices remain the same. This they did not do. Until the fiscal year 1952 the 
cost of blank checks had been borne by the Bureau of Engraving and Printing 
and thus for the years 1951 and prior years this expense was not included in the 
cost per check reflected in the Division of Disbursement estimates. Prices of 
labor and materials have been mounting each year. For example, since 1944, 
pursuant to increases in salaries authorized by Congress, the average pay of each 
emplovee rose from $2,105 to $2,943, or 40 percent. The prices of materials and 
contractual services also have increased tremendously during these years. Yet 
during this period the average cost per check decreased from 6%4 cents to 6% cents. 
This record for holding the line on costs can be matched by few organizations 
in Government or industry. 

Unit costs—The unit cost of $0.0623 for 1952, as compared with the unit cost 
of $0.0603 for 1950, represents one-fifth of 1 cent increase on each check. On 
the other hand it reflects important economies effected by the Division of Dis- 
bursement to meet ever-increasing charges for direct labor and materials. Were 
it not for these economies the unit cost would have been much higher. The 
increase of one-fifth of 1 cent in unit cost can be ascribed mainly to three causes: 
(1) The low rate for the national service life insurance dividend in 1950, which 
reflected a result not possible to attain in 1952 because of reduced national 
service life insurance volume on the second dividend program; (2) the transfer 
of a new item of expense by the Bureau of Engraving and Printing to the Division 
of Disbursement; namely, the cost of blank checks; and (3) the increased salaries 
of employees necessitated by Public Law 429, Fighty-first Congress. 

The several factors will be briefly discussed in the order mentioned: 


(1) Low rate for national service life insurance dividend checks 


During the fiscal year 1950 more than 14,700,000 payments were made on the 
first national service life insurance dividend program under the most advantageous 
circumstances—an enormous volume of incoming work, an even flow each day, 
and only one class of payments always in the same form. Each day for the 
period of the program the Division received lists involving more than 200,000 
payees in which part of the work of writing checks (i. e., the punching of holes 
for interpretation of amount payable) was performed by the Veterans’ Adminis- 
tration. Accordingly the cost per item of making these payments was only 3% 
cents. This favorable showing cannot be repeated in the fiscal year 1952 as 
there are only 8 million national service life insurance dividends to be received 
at the rate of less than one-sixth of the 1950 daily volume. . The 6 million fewer 
low-cost items of this category in the 1952 estimate will have the effect of slightly 
increasing the average unit rate for that year. In this connection the Division 
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also wishes to point out that its 1952 estimates were made on the basis of 1950 
costs, when the Division had a volume of 198,000,000 items. For 1952 the 
estimate is 202,000,000 items, or an increase of only. 24 percent. Thus there 
cannot be much difference in the unit cost on this slight change in volume. 


(2) Transfer to the Division of Disbursement of cost of blank checks 

Included in the 1952 estimate is an item of $454,000 for blank checks, appro- 
yriations for which have heretofore been made to the Bureau of Engraving and 
Printing, not the Division of Disbursement. This transfer added $0.00248 to 
the estimates of unit cost for 1952. Otherwise the unit rate would have been 
$0.0599 or slightly less than for the fiscal year 1950. 

(3) Increased salaries under Public Law 429 (81st Cong.) 

The labor cost for the fiscal year 1950 included only 8 months at the higher 
salary rates provided by Public Law 429 whereas the labor cost for the 1952 
appropriation estimates reflects the higher rates for the full year. This additional 
cost amounts to $168,000 at $0.0008 for each check. Otherwise the unit rate 
would have been $0.0591 for the fiscal year 1952, or $0.0012 less than the favorable 
rate in 1950. 

Increase in employee production.—The Division of Disbursement is asking for 
3,430 employees for the fiscal year 1952 to process 202,351,500 items. This 
compares with an average of 3,735 employees in the fiscal year 1947 (the year the 
present chief disbursing officer took charge) to process 172,488,422 items, or a 
reduction of 305 employees while writing 30 million more checks than in 1947. 
This represents a difference of 13,000 in individual units of production, or 28 
percent more in 1952. The number of units has risen year after year. Taking 
all employees into consideration, administrative supervisory, and operative, the 
average unit production per emplovee has been as follows: 1944, 36,000; 1945 
39,000; 1946 and 1947, 46,000; 1948, 49,000; 1949, 54,000; 1950 and 51, 58,000; and 
1952, 59,000. 

The increase in units of production per employee is indicative of the conserva- 
tion in manpower which has been achieved. The Division has adopted scientific 
mass production principles through fullest utilization of high speed machinery. 
Virtually every operation in the writing of a check is performed by labor-saving 
devices. The Division has also set up qualitative and quantitative standards of 
performance for every operative employee, which compare most favorable with 
Government or industry. 

» Had there been no increase in the productive output of employees since 1947, 
the Division would require 4,398 employees in 1952 to handle the work as against 
the 3,430 requested. It is therefore evident that throughout the past years the 
Division has driven its costs down as the volume increased. 

b Increased costs of supplies—In preparing appropriation estimates, request is 
based on actual cost for the latest completed year. The 1952 estimates were 
prepared on actual costs prevailing for the fiscal year 1950, at which time the 
Division had considerably lower prices on major items of supplies, particularly 
paper and envelopes, than are presently available. During the past 9 months 
prices on these items have advanced enormously. As an example, the average 
price paid for envelopes in 1950 was $2.35 per thousand. The price today is $3.73 
per thousand. Another item extensively used is listing paper which cost $2.23 
per thousand sheets in 1950. The price today is $3.61 per thousand sheets. 
Numerous other items have advanced proportionately. 

By a conservative estimate the requirements for supplies in the fiscal year 1952 
will amount to $300,000 over the original estimate. The increased prices were 
not given effect in the 1952 estimates because at the time the estimates were pre- 
pared, there was no indication that the upward trend would be so drastic. 

Manpower situation.—The present outlook for the fiscal year 1952 is not en- 
couraging, The Division is now experiencing difficulties in securing and retaining 
the services of qualified employees, particularly for key supervisory and techni- 
cally trained operative positions, because of its inability to compete with defense 
agencies. The turn-over has increased substantially because of the low salaries 
paid in the Division as compared to the defense agencies. During the last 6 
months (September 1950—February 1951) the turn-over was 11 percent compared 
to 6 percent for the last 6 months of the calendar year 1949. This rate will 
undoubtedly increase with the loss of long-time technically trained employees 
leaving for present higher salaries with the guarantee of their right of return to 





308 TREASURY AND POST OFFICE APPROPRIATIONS, 1952 


their former jobs in the Division in accordance with Civil Service Circular 653. 
The Division thus faces an increasing workload and the prospect of greatl 
increased prices for materials and supplies under conditions in employment which 
are far from ideal. In fact the situation thus far in the rearmament program is 
much worse than at the same period prior to World War II, which leads to the 
inevitable conclusion that instead of realizing an increase in individual employee 
SS for the fiscal year 1952, there is likelihood that the Division will be 
1ard pressed to maintain its present standard of production. 

Summary.—The Division of Disbursement asked for $950,000 to cover the 
increased number of checks it would be called upon to write for social-security 
benefits and national service life insurance dividends amounting to $604,000, and 
for a new element of expense—the cost of blank checks amounting to $454,000 
(which has heretofore been borne by the Bureau of Engraving and Printing). 
These charges of $1,058,000, less a reduction of $108,000 for rental and other 
incidental costs transferred to General Services Administration, amounted to 
$950,000, being the additional amount asked in the 1952 appropriation over that 
appropriated in 1951. The action of the Appropriations Sobcomiositen in re- 
ducing the estimate by $500,000 and the subsequent action in the House in further 
reducing the estimate by $450,000, in all totaling $950,000, entirely eliminated 
any allowance whatsoever for the additional expense and additional work the 
Division will be called upon to perform. 

If the cuts made by the House of Representatives should become law, the 
Division of Disbursement will be in a serious predicament, since it would be 
forced to reduce personal services by $723,000, or the equivalent of 276 em- 
ployees, and other expenses by $227,000. Against this the Division of Disburse- 
ment as a service organization could not correspondingly reduce the work to be 
performed. The number of checks for veterans’ pensions, insurance, subsistence 
allowances, social-security benefits, civil-service retirement, railroad retirement, 
and other recurring payments could not be reduced. Similarly the number of 
income-tax refund checks issued in the spring could not be reduced by the Division 
of Disbursement. Payments to miscellaneous creditors, contractual suppliers, 
railroads, communication companies, salary payments to civilian personnel and 
so forth clearly rest in the hands of administrative agencies. Not one of these 
classes of payments can be reduced by the Division of Disbursement. Every 
month always on a given date, the Division must issue approximately 14 million 
checks from its 27 regional disbursing offices, and in the spring the number 
increases to 25 million, because of income-tax refunds and agricultural benefits. 

We will do everything humanly possible to conform to the decision of the Con- 
gress, and should the Congress take adverse action on this appeal, we will effect 
every necessary change to bring the monthly rate of expenditures within the limit 
of the appropriation, moreover in line with such action, we will exert every effort 
within our power faithfully to discharge the primary function of making prompt 
payments. If under such circumstances, however the Division could not keep 
up with incoming work conceivably there might arise a situation impossible to 
prevent. The number of unpaid vouchers would rise, millions of payments due 
creditors of the United States would not be made on time to persons entitled to 
veterans’ benefits, pensions, social-security benefits, and so forth; undue hardship 
would be suffered, because of delayed payments; contractors, railroads, and other 
creditors would clamor for settlement of their bills; and newspapers would direct 
criticism to the Government. After serious damage, in the end there would have 
to be the same number of payments to be processed, with no savings to the 
Government. 

The funds as requested in the estimate represent the minimum needs to accom- 
plish the program outlined, and it is earnestly asked that the committee consider 
the estimates with a view toward providing the amount requested. 
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SALARIES AND ExpEeNsEs, Division or DisBURSEMENT 
Analysis of appropriation base for fiscal year 1952 


Regular appropriation, 1951 act ; $10, 750, 000 


Supplemental appropriation for 1951 Seaceee 300, 000 


‘Onee Gruneeeree, TOOT. ook So cn daww cue senon See 0: 50, 000 
Reductions: 
1. Processing payments and collections_ 


ae Saree $106, 526 
2. Issuance of savings bonds_ 


Lp RM ae RR 1, 474 

108, 000 

Additions: 1. Processing payments and collections____-_- 454, 000 
Adjustment in base (net) 


edt I as ce ae Be Rak tena ine oer -++- 346, 000 
Appropriation base for 1952_____._._.----- seein nah ncaincictes, ak Seen 
] 


Appropriation estimate for 1952__. 2, 000, 000 
Increase Over appropriation base for eR athe stra ee, 604, 000 
Increase from total appropriation, 1951____ a +950, 000 


Co; ee of perenne s base with Pare ren estimate for 1952 


aan ane inant ear — 


| Appropriation base | Appropriation esti- 

















for 1952 mate for 1952 Increase 
Activity eR ge ———— —— 
| Average | Average | | Average 
| positions | Amount | positions | Amount positions | Amount 
—_——-. | | — | ee | —— 
| | 
1. Processing payments and collec- | | 
tions. ____ et Ie 3, 011 |$11, 117, 086 | 3, 181 |$11, 721, 086 | +170 | +$604, 000 
2. Issuance of savings bonds_...__. 86 278, 914 | 86 | 278, 914 | _- ; 
Increase over appropriation base. __.| 3,097 | 11,396,000 | 3, 267 | 12, 000, 000, +170 +604, 000 
Adjustment in base (net). ...____-- | le oi +346, 000 
|-—_——_— SS Se a sous usene 
Total, appropriation 1951 and | | 
apprc p ‘iation estimate 1952.) 3,097 | 11,050, 000 | 3, 267 | 12, 000, 000 +170 +950, 000 





SALARIES AND EXPENSES, Division oF DisBURSEMENT 


GENERAL STATEMENT 
Functions 


The Division of Disbursement is responsible for disbursing moneys of all 
departments except the Military Establishment, postal service, and certain 
corporations. Its functions include: (1) disbursing from appropriated, trust and 
special deposit funds (31 U. 8S. C. 294); (2) receiving, depositing and accounting 
for collections of departments with certain exceptions (31 t. 8. C. 495); (3) issuing 
substitute checks for all disbursing officers of the United States Government 
(31 U.S. C. 528); (4) disbursing certified claims; (5) issuing United States savings 
bonds under the Government payroll savings plan (31 U. 8. C. 757); (6) preparing 
vouchers for periodic payments from addressograph plates; and (7) preparing 
payrolls from addressograph plates for check and cash payments to employees. 


Organization 


The Division of Disbursement consists of a Washington disbursing office and 
26 regional offices. In addition to the activities of the regional offices, payments 
are also made through 1,700 assistant disbursing officers and agent cashiers by 
delegation who are employees of other agencies, but who in disbursing public 
funds operate under the direction of the Division of Disbursement. For the most 
part, the agent cashiers are located at Government stations, hospitals, penal 
institutions and field locations where small on-the-spot cash payments and collec- 


tions must be made, (e. g., payments and collections on account of the veterans 
patients’ fund, Federal prisoners’ fund, etc.). 


LANGUAGE CHANGES 


Public Law 830, Eighty-first Congress, approved September 23, 1950, section 
6 (a) and section 7 (b) repeals prior legislation which required specific authority 


for printing and binding and personal services in the District of Columbia. There- 
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fore, the words “‘ineluding personal services in the District of Columbia, and 
printing and binding’’ have been deleted from the appropriation language. 
Public Law 688, Eighty-first Congress, approved August 14, 1950, authorizes 
the Division of Disbursement to receive reimbursements from Government 
agencies and corporations for disbursing and collection functions performed for 
agencies and corporations where appropriations have not been made to the 
Division for that purpose. It, therefore, appears unnecessary to continue specific 
authority for such transfers or advances in the appropriation language. 


EXPLANATION OF ESTIMATES BY ACTIVITIES 


The Division of Disbursement has two principal activities: (1) Processing 
payments and collections, and (2) issuance of savings bonds. <A new item reflected 
in the estimates for the first’ time covers the purchase of blank check stock from 
the Bureau of Engraving and Printing. For the purpose of analysis, the pro- 
cessing of payments and collections has been broken down according to the major 
categories, such as, veterans payments, social security payments, income tax 
programs, and all other administrative agencies. The following table reflects 
the work load and cost for each activity for the fiscal years 1951 and 1952: 





1951 appropriation 1952 estimate 
Activity ene . . ee - — 
Items Cost | Items | Cost 
1. Processing payments and collections: i 
(a) Veterans’ Administration, regular 76, 4°8, 900 | $5, 264, 268 | 72, 657, 700 $5, 138, 665 
(6) Refunds on national service life insurance 2, 464, 300 108, 200 | 8, 700, 000 402, 310 
(c) Social Security Administration 42, 305, 700 2, 047, 753 | 54,289,000 | 2, 725, 858 
(d) Income-tax refunds 29, 400, 000 1. 435. 443 | 29, 400, 000 1, 487, 382 
(e) Other administrative agencies 24, 074, 500 1, 913, 948 | 24, 322, 800 1, 966, 871 
Subtotal : 174, 663, 400 | 10, 769, 612 |189, 369,500 | 11, 721, 086 
2." Issuance of savings bonds dice : ; | 2, 500, 000 280, 388 | 2, 500,000 | 278, 914 
Grand total. .....-- ion pandeetbataiae adie ie 177, 163, 400 | 11, 050, 000 /191, 869, 500 | 12, 000, 000 
| } 


Volume of work.—The following table shows the number of items handled during 
the past 9 years, 1942 through 1950, and the contemplated work for the fiscal 
years 1951 and 1952. In these two latter years the volume shown is based upon 
statements of workloads submitted by the agencies served. Figures obtained from 
the agencies have been analyzed by the Division in the light of present trends, 
legislation affecting payment activities, and other factors. 

The table shows for each fiscal year, the number of items applicable to funds 
directly appropriated to the Division, and the number of items to funds trans- 
ferred from those agencies which Congress has authorized reimbursement to be 
made, the Railroad Retirement Board (a trust fund), and Department of Agricul- 
ture for conservation and use of agricultural land resources (a special program 
paid from a permanent appropriation of a given amount from custom receipts). 


Work volume by years 


| 7 | 1 
Increase (+) 


| Direct ap- | 
Fiseal year propriation 





1950 actual ane y 186, 370, 621 
1951 estimated +a swine ceed 177, 163, 400 
1952 estimated.............-.. apenas ioe 191, 869, 500 


11, 727, 319 198, 097, 940 
9, 561,000 | 186, 724, 400 
16, 482,000 | 202, 351, 500 


+14, 172, 359 
— 11, 373, 540 
+15, 627, 100 





Reimburs- | Total num- | decrease (—) 
Peace | ableitems | berofitems | over prior 
items year 
nip iassiciantiinnil : eee’ es —| sa cap ttt eaters iat na piieleieetntcing 
1942 actual soaks cwada vad ..----| 40, 563, 561 20,871,321 | 61, 434, 882 +2, 665, 305 
OIE s cts + = <r eeteraiinens .--.| 53,857,832 | 14, 693, 711 68, 551, 543 +7, 116, 661 
1944 actual. -......-.--- wiehuoiirton . 60, 039, 535 | 16, 211, 359 76, 250, 894 +7, 699, 351 
1945 actual Saponwdwa , ; ; 84, 298, 027 10, 759, 277 95, 057, 304 +18, 806, 410 
1946 actual SOS eae sn Jae 136, 753, 463 | 9, 976, 781 146, 730, 244 +51, 672, 940 
1947 actual : odies ay 160, 526, 789 11, 961, 633 172, 488, 422 | _ +25, 758, 178 
1948 actual | 163, 975, 969 7, 579, 682 171, 555, 651 —932, 771 
1949 actual 174, 799, 681 | 9, 125, 900 183, 925, 581 +12, 369, 930 
| \ 
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The following table reflects the work volume and costs for fiscal years 1951 
and 1952: 


Work volume, unit cost and cost by agency served 


FISCAL YEAR 1951 


Number of | 











Agency items Unit cost Total cost 
! 
1. Processing payments and collections: 
Veterans’ Administration, regular a6 aceite a at 76, 418, 900 $0. 06888699 
Refunds on national service life insurance.___.__...-....-- 2, 464, 300 . 04390804 
Social Security Administration bed ideatanes 42, 305, 700 . 04840371 | 
Income-tax refunds Se een aay ere 29,400,000 | =. 04882461 
Other administrative agencies -_--............-----..... 24, 074, 500 . 07950105 
Subtotal. ______- j is 21 ii deed ch dvedeuds 174, 663, 400 . 06165923 10, 769, 612 
a err ID I oi ii bi weds acs idesn pnb tte as 2, 500, 000 . 11215519 280, 388 
Oe oak ctae (une cae caweudonwarniieeces ..-| 177, 163, 400 . 06237180 11, 050, 000 
FISCAL YEAR 1952 
wuliintievenaenateplinrcinis nouiteioe Soutien eeaeeeecmeatacices “e ‘ a 13 — - 
1. Processing payments and collections: 
Veterans’ Administration, regular ete 5 : 72, 657,700 | $0. 07072429 $5, 138, 665 
7 Refunds on national service life insurance 8, 700, 000 . 04624252 | 2 
Social Security Administration _ -- a Suid hits 54, 289, 000 . 05021013 2, 725, 858 
Income-tax refunds Seiecciiclitecieais REE 29, 400. 000 . 05059125 | 1, 487, 382 
Other administrative agencies - _ _-_-. 24, 322, 800 . 08086530 1, 966, 871 


. 
i 
: 
3 
i 









eid oa Viewikd 189, 369, 500 | . 06189532" 11, 721, 086 


Subtotal. Si 
pe calsiae hide amentianwiah<sh 2, 500, 000 . 11156557 278, 914 


2. Issuance of savings bonds_.-.._-_-. 


MER cn tenke Cs ctovbwascscaean tie Rote _...-| 191, 869, 500 . 06254251 12, 000, 000 


Activity 1. Processing payments and collections (increase $604,000) 


This activity includes work incident to making of payments for the various 
Government agencies, such as veterans’ pensions, compensations and subsistence; 
national service life-insurance refunds; social-security benefits; civil-service 
annuitants; employees compensation; Federal employees salaries; income-tax 
refunds; and miscellaneous payments to the creditors of the United States. It 
also includes depositing and accounting for collections received from the various 
Government agencies served. ‘ 





Work volume and cost by object of expenditure 


Appropri- 


| ation base Estimate | Decrease (—) 


~aatsaS sic aceie Sha ca 
! 
| 
} 





| 1952 1952 | increase (+) 
Personal services_.__- es wat wecececeeee---------| $8,887,219 | $9,352,708 | +$465, 489 
Other obligations. _._- hi Rebs attain het mettle gee 2, 229, 867 2, 368, 378 +-138, 511 
Total cost__.... eles a : cee dtacarsten 11, 117, 086 11, 721, 086 +-604, 000 


IIo 20 Eo. Si ee ea eat icu 174, 663,400 | 189,369,500 | +414, 706, 100° 





INCREASED WORK VOLUME 


The additional workload, exclusive of reimbursable items, for the fiscal year 
1952 is attributable to expansion of the activities of the Social Security Admin- 
istration, the Veterans’ Administration, and certain other administrative agen- 
cies. In all, the workload will amount to 189,369,500 items for the fiscal year 
1952 as compared with 174,663,400 items for 1951, an increase of 14,706,100 
items. The largest increase will be on the number of monthly payments to bene- 
ficiaries of social security. This increase is attributable to two factors: (1) a 
normal increase in beneficiaries under the original Social Security Act (which 
averages around 4,000,000 payments a year); and (2) the additional coverage of 
workers not eligible for payments until passage of the Social Security Amendment 
Act (which increases the volume by about 8,000,000). 


PRPS ER RR oss 


PRS OS 


SP MAGS eR CN Rp Te 


% 
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The Veterans’ Administration has advised that a dividend will be paid on 
national service life insurance involving the issuance of 8,700,000 checks in 1952. 
The additional work, however, from this source will be offset to some extent by 
a decline in the normal workload for the Veterans’ Administration involving a 
reduction of 3,761,200 items. In the other agencies served, minor increases are 
reflected by the Department of Agriculture, Department of State, Civil Service 
Commission, Housing and Home Finance Agency, and others. Some of the other 
agencies served such as the Executive Office of the President, General Accounting 
Office, Office of the Housing Expediter, and Philippine War Damage Commission 
reflect decreases, the net increase being 248,300 items. 

(a) Veterans payments.—These payments include disability, compensation, 
pension, and insurance payments to veterans, their widows, and dependents; 
subsistence allowances for students, work allowances for on-the-job training; 
self-employment compensation; veteran loans; tuition, books, and other charges 
by schools and colleges. Administrative expenses and salary payments to em- 
plovees of the Veterans’ Administration are also included under this heading. 

(b) Refunds on national service life insurance.— During the fiscal year ending 
June 30, 1950, the Division issued 14,731,388 refund checks on NSLI to veterans 
of World War II. The program was completed during the period of January 
through June 1950. A temporary organization using a day and a night shift was 
established to process 200,000 checks per day. By centralizing the payments 
into a temporary organization, the use of the transfer posting method, and other 
streamlined economies, a savings of $158,442 was effected. 

The Veterans’ Administration advises that a special program will be started 
about March 1951 in which 2,464,300 refund checks will be issued during that 
fiscal year. Payments of dividends on national service life insurance for the 
fiscal year 1952 will aggregate 8,700,000 checks. Since the payments will be 
extended over the full year, it will not be economical to establish a special organ- 
ization for that purpose. These payments will be processed using a night shift 
along with the regular work of the Division. 

(c) Social security payments.—The Social Security Act provides, among other 
things, that covered workers upon reaching a specified age, are entitled to monthly 
old-age and survivors benefits, including payments to their wives, widows, minors, 
and dependent children. The volume of work on this activity has increased 
each year, being 28,000,000 in 1949 and 33,906,099 in 1950. Since the end of the 
war the increase has averaged better than 4,000,000 payments a year. 

The increase in the fiscal year 1952 represents the normal increase of 4,000,000 
benefit payments plus approximately 8,000,000 benefit payments to be made as a 
result. of the Social Security Act as amended by Public Law 734, Eighty-first 
Congress, which extended the coverage of the act to persons not heretofore 
covered. 

(d) Income tax refunds.—Employers are required to withhold specified sums 
from employees wages. Strikes, unemployment, persons earning less than $600 
per year, and other factors oftentimes result in the withholding of an amount in 
excess of employees annual tax liability. These excess amounts are refunded upon 
their filing claims for refund at the end of the taxable vear. 

The Revenue Act of 1950, Public Law 814, Eighty-first Congress, will have no 
appreciable effect on the number of refunds to be made, so that the work volume 
during the fiscal years 1951 and 1952 will remain at about the 1950 level of 
29,400,000 refund checks. 

(e) Payments for other agencies.—Included under this head are all other agencies 
served by the Division of Disbursement. Payments are made for such items as 
administrative expenses, salaries, public works, contracts, beneficiary payments, 
such as, disability and death benefits paid by Employees’ Compensation Com- 
mission, civil service retirement pavments, and other obligations of the United 
States. Each agency has advised the Division of the estimated number of pay- 
ments and collections to be scheduled during the fiscal years 1951 and 1952. 
There follows a table reflecting the detailed work volume by agencies having more 
than 50,000 items per year. The total for 1952 reflects an increase of 248,300 
items, 





3 
; 
4 
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Number of items 





7 a 1951 esti- | 1952 esti- 
Agency served } mated | mated 

Agriculture (except conservation and use)... .- pbk dstedious be tite nia 4, 014, 150 4, 060, 900 
Commerce (including U. 8. Maritime Commission) 2, 342, 135 2, 250, 353 
Interior 2, 144, 100 2, 144, 100 
Justice ; 1, 106, 300 1, 106, 300 
Labor a 558, 366 55S, 325 
State ;: ‘ 590, 600 604, 000 
Treasury 2, 903, 990 2, 916, 134 
Atomic Energy Commission 208, 500 215, 700 
Central Intelligence Agency 132, 350 143, 050 
Civil Service Commission 2, 608, 100 2, 887, 100 
Executive Office of the President 193, 400 160, 410 
Federal Security Agency 1, 657, 000 1, 697, 000 
General Accounting Office 285, SOO 250, OOO 
General Services Administration 1, 362, 640 1. 345, 000 
Housing and Home Finance Agency 2, 709, 521 2 605 
Interstate Commerce Commission 78, 975 78, 975 
National Advisory Committee for Aeronautics. -- 226, 600 226). 600 
National Capital Housing Authority 314, 800 390, 500 
National Labor Relations Board 71, 130 71, 130 
Office of Housing Expediter 170, 000 0 
Philippine War Damage Commission 115, 200 0 
Securities and Exchange Commission 49, 500 51, 000 
Var Claims Commission 94, 713 04,713 
COT caceac Z : . : 136, 930 265, 815 

Total... POA oe os SATS ‘ aaa ; Eo othe 24, 074, 500 24, 322, 800 


Activity 2. United States savings bonds 


The present payroll savings plan providing for voluntary purchases of United 
States savings bonds was commenced in 1942 pursuant to Treasury Department 
Cicular 677. Participating employees stipulate sums to be withheld from their 
wages each pay day. Amounts so withheld are credited to the employee’s account 
against which a bond is issued to the emplovee when the amount of the purchase 
price has been accumulated. This plan, designed to encourage savings by em- 
ployees, aids the financial program of the Government in its refunding operation 
and serves as an example to industry. The Secretary of the Treasury designated 
the Division of Disbursement to issue bonds purchased by civilian employees. 
The peak of the program was reached during the fiscal vear 1945 when 4,554,000 
bonds were issued. Following the end of the war, the bond program decreased, 
although many employees have continued to avail themselves of this method of 
saving. Due to the value of the program, the Treasury Department is continuing 
its promotional activities in the sale of savings bonds among employees, and the 
present trend indicates that a minimum of 2,500,000 bonds will be issued in each 
of the years 1951 and 1952. 


Work volume and cost by object of expenditure 


Appropria- 


: ‘stimate 
tion base, | Estimate, 





1952 1952 
Personal services . Sia tees i Sah ntdindcxitettel $258, 930 $258, 930 
Other obligations das | 19, 984 19, 984 
‘Total cost ‘ , 3 a tae 278, 914 278, 914 
Number of items ' ; axes nat 2, 500, 000 | 2, 500, 000 
Ute OGG si cen. sak : eek ett +" ies P ins kag Bike | 0. 11156557 | 0. 11156557 


NUMBER OF AGENCIES COVERED 


Mr. Bannina. The Division of Disbursement in Washington and 
the field disburses for some 2,198 civilian agencies and offices in the 
executive branch of the Government, exclusive of the Post Office and 
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certain Government corporations. The disbursing procedure followed 
in each of the 27 regional offices is virtually uniform. 

Senator Kitrcore. Could I ask you to furnish for the record the 
Government corporations that you do not disburse for? 

Mr. Bannina. Surely. 

Senator Kingorr. That will be inserted in the record at this point. 

(The information is as follows:) 


List or GOVERNMENT CORPORATIONS FOR WHICH THE DIVISION OF DISBURSE- 
MENT Dogs Not DIsBuRSE 


Banks for cooperatives (12 banks) 

Defense Homes Corporation ! 

Export-Import Bank of Washington 

Federal Deposit Insurance Corporation 
Federal Farm Mortgage Corporation 

Federal home loans banks (11 banks) 
Federal intermediate.credit banks (12 banks) 
Federal National Mortgage Association 
Federal Savings and Loan Insurance Corporation 
Home Owners’ Loan Corporation ! 

Inland Waterways Corporation 

Panama Railroad Company 

Production credit corporations (12 banks) 
Reconstruction Finance Corporation 
Tennessee Valley Authority 

Virgin Islands Corporation 

War Damage Corporation ! 


ESTIMATED WORKLOAD 


# Mr. Bannina. The appropriation and also the reimbursable funds 
received by the Division of Disbursement for the work done are based 
on two factors, and two factors only, the volume of work multiplied 
by the unit cost per item for each activity. 

This year we will make 178,445,500 payments; effect 5,778,900 
collections; and issue 2,500,000 U nited States savings bonds, a total 
of 186,724,400 items. The work will require 3,245 employees. 

All fives of the Division operate on a production line basis, schedul- 
ing and controlling the work by lots. 

Senator Kingore. Could I ask you a question at that, point? Sup- 
pose a person subscribes for a bond and pays for it ona monthly basis, 
does your office handle the payment or is it certified to you? 

Mr. Bannina. It is certified to us when he shall receive the bond. 

Senator Kingore. Who is that handled by? 

Mr. Bannina. The administrative agency. 

Senator Kitrgore. They tell you when there is enough savings in 
there and then you buy him a bond? 

Mr. BanninG. That is correct. 

Standard cost accounts are maintained, so that every month we 
know for each office the total number of items processed on each func- 
tion and activity. We know the unit cost of each operation and task. 
Also, we know what offices produce a good deal of work, and what 
offices do not. We step on those offices which do not. 





1 In liquidation. 





Seine 
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o2 
TAX REFUND PAYMENTS 


Senator KirGore. A question at this point. In disbursals, do you 
issue the checks for income-tax refunds on withholding tax? 

Mr. Banning. We do not withhold, but refund excess tax. 

Senator Kincore. Only for refunds? 

Mr. Bannina. Yes. 

Senator Kircorre. Who issues the checks on withholding, where 
there is an overpayment on withholding? 

Mr. Bannina. I do that. 

Senator KinrGcore. Is that certified to you by the collector? 

Mr. Bannina. Yes, sir. 


COMPARATIVE COST PER ITEM 


Mr. Bannina. The average cost per item for the fiscal year 1951 
will be $0.0621 or slightly more than 6% cents. For the fiscal year 
1952 the Division will be called upon to make 194,020,500 payments; 
effect 5,831,000 collections; and issue 2,500,000 United States savings 
bonds, or a total of 202,351,500 items. The force required for this 
work will be 3,430 employees. The average unit cost for 1952 will 
be $0.0623. 

Next year for the activities payable from appropriated funds, there 
will be an increase of 14,706,100 items at a cost of $604,000. In addi- 
tion to this increased cost in 1952 the Division also has to meet a new 
element of expense, namely, the cost of blank checks which heretofore 
have been paid from the appropriation of the Bureau of Engraving 
and Printing. 

ELEMENTS OF UNIT COST 


Senator Kircore. You said the average unit cost for 1952 will be 
6?%{o9 cents? 

Mr. Bannina. That is correct. 

Senator Kircore. Does that include the cost of the mailing en- 
velope? 

Mr. Bannina. No, sir; that does not include mailing. 

Senator Kircore. That is the cost of processing? 

Mr. Bannina. Processing the check. 

Senator Kingore. It did not include the cost of the envelope? 

Mr. Bannina. It includes the cost of the envelopes but not postage. 

Senator Kitcore. Of course the postage is franked. 

Mr. Bannina. That is right. 

Senator Kingore. It includes the cost of the envelope and next 
year will include the cost of the check? 

Mr. Bannina. The cost of check stock. 


COST OF BLANK CHECKS 


Senator Kitcore. Which will be a reimbursement to the Bureau of 
Engraving and Printing? 

Mr. Bannina. Yes, sir. The cost of these blank checks. We will 
require 182,000,000 of them, at the present rate of $2.48 a thousand, 
which will amount to $454,000. Adding the $604,000 for the cost of 
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the increased volume of work to be performed, and the $454,000 for 
the cost of the blank checks gives $1,058,000. 


RENT, MAINTENANCE, AND INCIDENTAL COSTS 


From this total there is one reduction, resulting from the elimination 
of certain charges for rental of space, maintenance, and incidental 
costs amounting to $108,000. The net increased expense to the 
Division in 1952 is, therefore, $950,000. There is no dispute con- 
cerning the computation of these additional costs. They are arrived 
at by simple arithmetic. 


PUNCH-CARD CHECKS 


Senator Krucore. In a lot of your checks I notice you are going to 
a cardboard type of check, is that an economy? 

Mr. Banning. Yes, sir. 

Senator Kingore. In what way? 

Mr. Bannina. The use of the punch-card check enables stream- 
lining of accounting and listing of payments in the Federal Reserve 
banks, in the Treasurer’s office, and in the General Accounting 
Office. It does not effect so much saving to us, because it costs about 
as much to produce a punch-card check as it does a paper check. Also 
we have to punch the holes in the check. 


COMPARATIVE COSTS OF PAPER AND PUNCH-CARD CHECKS 


Senator Kitrgorre. What is the cost of the punch-card check as 
compared to the ordinary check? 

Mr. Bannina. The cost of the paper checks ($6.25 per thousand) 
has been considerably higher.than the punch-card check. The paper 
check is ordinarily made of rag bond paper, while the punch-card 
check is made from a sulfide paper, and is therefore cheaper. 

Senator Kiucore. In other words, that check itself costs less than 
if it were made of paper? 

Mr. Bannina@. It costs less than half of what the paper check costs. 

Senator Kirgore. And there is a saving in the personnel charge? 

Mr. Bannina. Yes, sir. 

Senator Ecron. Would it be practical to have punchcard bonds? 

Mr. Bannina. There has been some thought given to that method. 

Senator Ecron. It seems to me you reduce your cost almost in 
half there on the other in comparison and on the bonds it costs you 
a little over 11 cents apiece? 

Mr. Bannina. As I recall the soldiers’ terminal leave bonds issued 
were punchcards. 

Senator Ecron. That would be quite a saving, it seems to me. 

Mr. Bannina. The decision respecting the use of the paper form 
of bond, and the card check form of bond would rest with the Bureau 
of Public Debt. The United States savings bonds that we issue are 
not an important part of our business. Out of the 202,000,000 items 
in 1952 we will only issue about 2,500,000 bonds. It is not a very 
large item with us. It is an incidental function, and can be carried 
along and discharged economically with the other operations. 
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COST TO ISSUE SAVINGS BONDS 


Senator K1rgore. One question on that. The bond as issued now 
on a good bond paper, of course, it costs a little over 11 cents as com- 
pared to 6 and a fraction? 

Mr. Bannina. It costs us 11 cents to issue saving bonds. 

Senator Kitcore. It will be held in the possession of the user much 
longer, and they are accustomed to having a paper bond of pretty 
good texture in the past. I am wondering if the purchaser would 
welcome, shall we say, a cardboard bond? 

Mr. Bannina. I think, sir, you have a good psychological point. All 
of us like to look at our bonds. An engraved bond is a little more 
attractive than the punch-card check. We do not hold checks long 
enough to look at them very much. 

Senator Kirgore. On the savings bonds you hold them at least 
10 years? 

Mr. Bannina. That is the hope of the Treasury. 

Senator Kincore. Yes. 


COMPARISON OF CURRENT APPROPRIATION AND 1952 ESTIMATES 


Mr. Banninea. The appropriation of the Division of Disbursement 
for 1951 is $11,050,000. In computing our requirements for 1952 we 
took the actual cost for the latest available year, 1950, added the net 
additional cost of $950,000, which made the total appropriation esti- 
mate as submitted, $12,000,000. This had the effect of increasing the 
unit cost for all activities from $0.0603 to $0.0623, or one-fifth of 1 cent 
increase per item. 

In acting on our appropriation estimate for 1952 the House Appro- 
priations Committee reduced the amount by $500,000, and thereafter 
the House itself made a further reduction of $450,000, leaving the 
appropriation bill as passed $11,050,000, which is exactly the amount 
of the appropriation for this year. Hence, by its action, the House 
has effectually eliminated any provision for the additional expense of 
$950,000 in 1952. Do 1 make myself clear on that point? 

Senator KitGgore. In other words, back in 1950 you got an appropri- 
ation of $11,000,000 and then you got a couple of supplementals in 
there? 

Mr. Bannina. Yes. 

Senator Kiitgore. In 1951 you had $11,050,000 available and 
used it? 

Mr. Bannina. That is the appropriation for this vear. 

Senator Krigore. That is for 1951, and the House gave vou the 
same allowance for next year with an increased burden in which you 
would have to reduce the cost to much less than the commercial cost 
of the same operation. Is that not true? 

Mr. Bannina. That is true. 

Senator Kirgorre. My experience with commercial operations of 
that type tend to show me that they cost almost twice as much as the 
figures you have given me. Am | not correct on that? For instance, 
the mailing of statements of the average electric light company will 
cost more than your mailing out of checks? 

Mr. Bannina. I believe that is true. We made some explorations 
in that field some years back. The checks issued by banks paying 
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dividends were about twice the cost of the checks issued by the 
Division of Disbursement. 
Senator Kitcore. That is my experience. 


INCREASED WORKLOAD 


Mr. Bannina. In its report the House Appropriations Committee 
stated that it was well aware of the increased workload in the Division 
of Disbursement. This increased load is taken entirely from reports 
of the Social Security Administration which related to the increased 
coverage of social security, and from the Veterans’ Administration on 
national service life insurance. Actually the workload that we are 
going to have to,perform is going to be heavier than our estimates 
because of the rearmament program. Such agencies as the Office of 
Price Stabilization, the National Production Authority, and Selective 
Service, are expanding. . 

Mr. Chairman, I have a statement reflecting the additional volume 
of work and the related cost which has not been included in our 
appropriation estimate. Subject to your approval, I would like to 
have this statement inserted in the record. 


AMOUNT OF ADDITIONAL COSTS 


Senator Kitcore. We will let it go in. It shows $525,431 addi- 
tional cost to you based upon your current costs of operation? 

Mr. Bannina. That is a cost of $525,431 which has to be reduced 
by $227,039 for a decline in the volume of work for the Veterans’ 
Administration which would leave a net cost to us of $298,392. 

(The statement is as follows:) 


Statement reflecting increased work volume for defense agencies not included in the 
1952 budget estimates 


| 
| |Cost (computed 








vars | yr ‘ at average 
Activity Work volume! | unit rate of 
| $0.06233976 ) 2 
Defense agencies: 

National Production Authority SR at late | 256, 000 $15, 959 
Subversive Activities Control Board ..-...............--...-...-.-- cal 2, 800 | 175 
Economic Stabilization Agency { scecaages Shia oecneale 155, 000 9, 662 
Federal Civil Defense Administration ._______- | 50, 000 3,117 
Technical Cooperation Administration _ - ae Petakiae we bkaw inane t 8, 000 499 
Defense Transport Administration ued bien cbbannkoe 50, 000 3,117 
Interior Department (defense activities) 50, 000 3,117 
Office of Defense Manpower--.- 26, 000 | 1, 621 
Selective Service System -- -- -- a ieihes cian in spas ae wing 2 cagA 400, 000 | 24, 936 
Office of Price Stabilization. _____- seehees< Sitio btis dons bette dual 7, 200, 000 448, 846 
I Ry MI hg ain iow es cree awe aides -keninenseauen | 10, 700 667 





General Services Administration (defense activities) _._.______.__---- te, 220, 000 13, 715 
Total defense agencies - Dt oni ae Slain | 8, 428, 500 525, 431 
Less.decreased work volume for Veterans’ Administration_ _.. --| 3, 395, 200 | 227, 039 
Net cost of additional work not reflected in 1952 budget estimates __| 5, 033, 300 298, 392 


' 

! Information relating to work volume for above agencies was received after submission of the 1952 esti- 
mates to the Bureau of the Budget in September 1950. Number of payments is taken from advices received 
from agencies between Jan. 1 and Apr. 3, 1951. 

2 Pursuant to the provisions of Public Law 688, 81st Cong., approved Aug. 14, 1950, funds may be advanced 
to the Division of Disbursement for work performed for Government agencies, which have not been included 
in the appropriation estimates of the Division. In the above table the work volume of the defense agencies, 
with the exception of the Department of the Interior, the Atomic Energy Commission. and the General Serv- 
ices Administration, was not included in the 1952 estimate of the Division, whereas the work volume of the 
Veterans’ Administration was included in its estimate. It is likely, therefore, that the Bureau of the Budget 
in making the quarterly apportionments to the Division of Disbursement for 1952 will recognize the right of 
the Division to receive transfers of funds for the new defense agencies served, but will first offset any such 
transfer by the amount representing the decreased workload for the Veterans’ Administration. 








36 
16 


ti- 


od 
od 
S, 
v- 
he 


of 
ch 





si J RE on ie eR 


PPO hen eae 


LR RIOR, FSA IR 


ROSS 


SEER 


shinai 


aie ice ea ite pane ts inte 


capa eae 


Ae 


Rk A ERR 


TREASURY AND POST OFFICE APPROPRIATIONS, 1952 319 


e 


BASIS OF ESTIMATED COSTS 


Senator Kitcore. Let us just clarify the situation. You have an 
additional volume of work in the coming fiscal year; is that right? 

Mr. Bannina. Yes. 

Senator Kitcore. Your estimate is based upon your cost figures 
covering a period of years merely to take care of the number of addi- 
tional items that it is estimated you w ill have to process; is that right? 

Mr. Bannina. That is substantially correct, sir, exce pt in one re- 
spect. The cost for all activities are based on the latest available 
unit costs when we submitted 1952 budget estimate, which was the 
unit costs for the fiscal! year 1959. 

Senator Kincorr. Adding to that what you are going to have to 
reimburse the Bureau of Engraving and Printing and the Government 
Printing Office for certain expenses which heretofore have come to you 
without cost? 


HOUSE COMMITTEE REMARKS ON UNIT COSTS 


Mr. Bannina. That is practically the situation. In weighing our 
appropriation requirements, the House committee expressed the 
opinion that the unit cost should decrease as the volume of work 
rises, Which conclusion, of course, is recognized in industry. They 
also expressed the view that in spite of the progress made in the past 
few years by the Division, which | will later touch on, the peak of 
efficiency has not as yet been reached. 

As to the unit cost per item, | agree with the House Appropriations 
Committee in their view that as the number of units increases, the 
unit cost should decrease, provided of course that the component 
elements of cost remain the same, namely that labor, materials, and 
overhead, remain constant. That is not the case in 1952. 


INCREASED LABOR COSTS UNDER PUBLIC LAW 429 


As a result of the operation of Public Law 429, which was approved 
October 28, 1949, the cost of labor has increased over the 1950 base. 
The provisions of that law, which was passed during the fiscal year 
1950, was effective for only 8 months. But it will be in full effect for 
all the fiscal year 1952. Now in 1952 the cost of personal services 
because of the increased salary rates provided in Public Law 429 will 
be the equivalent of about $168,000 over the 1950 base. 

As to materials we have a new element of expense as I have hereto- 
fore mentioned, namely, the cost of blank checks which amounts to 
$454,000. 

Were it not for these two items of increased cost, the average unit 
rate per item for 1952 would have been $0.0591, or lower than the 
favorable rate for the year 1950, which was referred to by the House 
Appropriations Committee. 

Over and above these additional expenses, which were included in 
the appropriation estimate, there will be other additional expenses 
which were not included in the estimate. The prices on other sup- 
plies, such as paper, envelopes, addressing-machine plates, and so 
forth, have risen in the 9 months since June 30, 1950, which was the 
end of the fiscal year we used in our basic calculation. At that time 
the effect on prices because of the Korean situation was not manifest. 
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Senator Kircorr. Now there is a table on page 103 of the House 
report, and I wonder if you would object if we put that in at this 
point? 

Mr. Bannina. I would like to submit an amended table because 
the prices have gone up since we prepared that table. 

Senator Kincore. Suppose we put both of those in, the one from 
page 103 of the House hearings and the amended table showing the 
changes, and could you state the date these prices were computed on? 

Mr. Bannina. The first table was computed about the first of 
February; the second or amended table before you now was computed 
in the last few days. 

Senatore Kitgore. Let both of those go in. 

(The two tables on increased cost of supplies are as follows:) 
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Increased cost of supplies not included in appropriation estimates for fiscal year 1952 
(as computed in February 1951) 












































Aver- Per- Cost of poe 
Fiscal year an Unit | cent- — re Cost of sup- | requested 
Item 1952 re- cost | -Cost | age of iat plies if based} if supplies 
, quirements) goc9} Jan. 1, |increase} en on present are pur- 
estimated | wear 1951 | in cost eliedl ca prices chased at 
1950 1950 prices 1080 prions 
Davee... 555-25. 10s, 000.000 | $2.35 | $3. 52 50 $458, 250 | $687, 375. 00 $229, 125. 00 
Listing paper (sheet)...| 18,000,000 | 2.23 | 3.61 62 40. 140 65, 026. 80 24, 886. 00 
Addressograph plates __| 16, 000, 000 2.40 | 2.92 21 38, 400 46, 464, 00 8, 064. 00 
Addressograph frames._| 2,450,000 | 24.54 | 26.50 8 60, 123 64, 932. 84 4. 809. 84 
Microfilm (rolls) . .....-| 18, 208 2. 45 2. 695 10 44, 610 49, 071. 00 4, 461. 00 
Miscellaneous address- 
ograph supplies: Car- 
bon paper, ribbons, 
paper, etc............ | (4) @) (‘) 25 111, 477 139, 346. 25 27, 869. 25 
Miscellaneous office 
supplies.............- (1) (1) 0) 25 98.000 | 122, 500. 00 24, 500. 00 
Repair parts.-........-| (@) () (@) 25 | 26, 354 32, 942. 50 6, 588, 50 
OM cise hasan See ER Sa Res RE 877. 354 | 1, 207,658.39 | 330, 304. 39 
Decreased work volume 
Work : 
| volume Cost 
Decreased work volume (Veterans’ Administration) - .......-- —3, 395, 200 | —$227, 039. 00 
Increased work volume (defense agencies) .............-..--.--- +-2, 005, 100 +162, 143. 00 
Dunia kg kee | —1,390,100 | —64, 896.00 | —64, 896.00 
Net increase cost not included in estimate for fiscal year 
Pave dbiie cdckhdadenewidedeacchnndnhencdduletipagbawelaobusentebtnun lt ccéunabouee 265, 408. 39 








1 Various quantities. 
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Statement of increased cost of supplies not included in appropriation estimates for 
fiscal year 1952 (as computed in April 1961) 

















me of sup- 0 ' Additional 
at oi i elite: plies in 1952|Cost of sup-} amount re- 
F a yous ax ‘ant Unit cost | appropria- plies if | quired if 
Items cna © GE ee prone Mar. 31, tion esti- based on | supplies are 
juirements) fiscal year 1951 mates ad te 
estimated 1950 Y ates present purchased 
based on prices at March 
1950 prices 1951 prices 
Envelopes. ..-.....-.--....-.-- 1195, 000, 000 $2.35 | $3. 85 $458, 250 $750, 750 $292, 500 
Listing paper (sheet) _. | 18, 000, 000 2. 23 3. 61 40, 140 64, 980 24, 840 
Addressograph plate__ 16, 000, 000 2.40 2. 92 38, 400 46, 720 8, 320 
Addressograph frames - ---.-..-- 2, 450, 000 24. 54 26. 50 60, 123 64, 925 4, 802 
Microfilm (rolls)...--...-- -| 18, 208 | 2. 45 2. 695 44, 610 | 49, 071 4, 461 
Miscellaneous addressograph | 
supplies al (4) | (4) (1) | 111, 477 139, 346 27, 869 
Miscellaneous office ‘supplies $ oT () | (1) (1) 98, 000 122, 500 24, 500 
Repair parts......-.- = “| (@) (1) (4) 26, 354 | 32, 943 6, 589 
ees a De ed SRR: Lk Oee 393, 881 





1 Various quantities. The increased cost of supplies is based on current market prices and general sup- 
ply schedule prices. All prices indicated are subject to change in 1952, the amount of increase depending 
upon action taken by Office of Price Stabilization. 


DISCUSSION OF WORK VOLUME 


Senator Kitcorn. Now let me ask you something at this point. 
Taking your recent amended table as to material, taking the estimated 
increase in the number of items, taking into consideration also the 
fact that you are going to have to reimburse the Government checks, 
the printing of those checks, taking that figure into consideration 
in order to handle this with the appropriation recommended by the 
House, how much will you have to reduce your item cost in order to 
get to that from the item cost you gave previously? 

Mr. Bannina. The item cost would have to be reduced a little over 
10 percent. 

Senator Kitcorr. Could you get that for the record, please? ‘The 
question now is, Do you think you could make that much of a reduction 
in the face of rising costs? 

(The information requested follows:) 


Statement showing reduction in unit cost which will be required under appropriation 
as fant a House of rte rt in H. R. 8282 


Total cost | Work volume | Unit cost 














| Appropriated | Reimburs- 
funds wet able funds | 
J. | } 
| } 
Appropriation estimate, 1952....| $12, 000, 000 =. 543 | $12,614,543 | 202, 351, 500 $0. 06233976 
Increased cost of supplies... .--| 393, 881 |... ---| I et . 00194652 
Increased work for defense agen- | 
cies not included in budget | | 
estimate for 1952... __-.-- 75 Radia ten deeg ct oa + 298, 392 298, 392 | 5, 033, 300 | . 05928357 
Total estimated require: | | | 
ments - -. | 12,393,881 912, 935 13, 306, 816 207, 384, 800 . 06416486. 
Amount approved in House bill | 11, 050, 000 | 912, 935 11, 962,935 | 207, 384, 800 | 2, 05768472 
| | 


1 Seiesieniament on the new additional work for defense agencies is subject to approval by Bureau of 
the Budget in its apportionment pursuant to Public Law 688, 81st Cong. 

2 House bill H. R. 3282 would require an average unit cost of $0. 05768472, or 10.1 percent less than the 
actual unit cost projected by Division of Disbursement. 
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Mr. Bannina. No. Iam very much concerned over the situation. 
There is a little more to it than what I have brought out so far, Mr. 
Chairman. 

Senator Kincore. In other words, with the volume you now have 
what percentage would additional volume tend to reduce your cost? 

Mr. Bannina. The additional volume is not important. The 
House Appropriations Subcommittee used the year 1950 as a basis 
for comparison when we had approximately 198 million items. In 
1952 we estimate that we will have 202 million items, so that the 
relative increase in the volume of work is not too important. 

Senator Kincore. But the point I am getting at is this: There is 
no question but what handling business in bulk on a production-line 
basis is the cheapest way to handle it, but when you get above a 
certain amount increased volume does not cut down unit cost much, 
does it? 

Mr. Banninc. With 27 offices we have not reached that point. 
Your observation in general is entirely true. In every operation 
there is a point of diminishing return. The organization becomes too 
large, and then it is unwieldy and uneconomical. We have not 
reached that position. We have the work distributed in 27 plants. 


EFFECT OF INCREASED PRICES ON 1952 ALLOWANCE 


I want to turn back on these higher prices. I think there is every 
reasonable chance that we will have to pay them. Now the prices 
may go down, and they may be stabilized, I do not know. The 
Government contracts are now being let, so that I have taken a 
conservative estimate, $300,000. Actually the table I gave you 


showed $393,000. But let us assume that the increase will not be 
more than $300,000. Now if we have to pay out this $300,000 then 
we must make savings of $1,250,000 to meet the House allowance. 

The House Appropriations Committee recognize that progress has 
been made in the past few years, but it concluded that the peak of 
efficiency had not been reached in the Division. Perhaps that is true, 
but the question is what can we do in the ensuing year? Progress 
involves all phases of management. When one attempts to show 
what has been done he may find it somewhat difficult to give expression 
to all accomplishments. I will try to do that on major items. 


IMPROVEMENTS AND SAVINGS 


I find that we have developed and installed production-line methods 
such as those used in industry to enable specialization of tasks for 
employees. Our work passes in processing in a direct line, never back- 
tracking, through the successive stages of operations which are well de- 
fined and well regulated. We have introduced the use of job tickets for 
expediting operations to control. and regulate the flow of work and to 
afford maximum utilization of manpower. Along with this we put in 
a standard production schedule and a cost-accounting system. We 
study and compare the production efficiency and the specific unit 
costs by activities and operations and tasks. We do that for each 
office and we compare offices with offices. We also compare the same 
office at one time with another time. Not the least of our accomplish- 
ments has been our approach to improved personnel methods. In an 
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organization such as ours the personnel qualifications are a very im- 
portant factor. We have given much attention to the scientific re- 
cruitment of employees. By that I mean we look into their back- 
ground, and in interviews ascertain their suitability for different types 
of jobs. We then are in a position to place the new employees to the 
advantage of the Division. When they go in on a job we give them 
entrance training for individual tasks. Those details have paid off. 
In 1950 we applied those principles in the first NSLI dividend. We 
saved about $150,000. 

Senator Kirgore. How long is your training period? 

Mr. Banninc. Much of the work, Mr. Chairman, is a routine type 
of work, and training generally runs 2 weeks to a month, depending 
on the type of work. Some jobs require more training than others. 
I should like to point out that the new employees for the most part 
are placed on the jobs under the immediate supervision of an ex- 
perienced worker or assistant supervisor. In the dividend program 
we followed a different course. We used a system of demonstration 
and required tests. 

REGIONAL OFFICES 


Senator Kitcore. How many regional offices do you have? 

Mr. Bannina. Twenty-seven all ‘told, 

Senator Kizcore. Do you have a study showing the comparative 
unit cost of each regional office as compared to others? 

Mr. Bannina. Yes, sir; we have a study right now in progress. 
We use a standard cost accounting system. For economy we do not 
have every employee report every day the hours and minutes he 
spends on each task. We have a standard cost rate that we deter- 
mine by a study, and we apply that rate to units of production. 

Senator Kitcore. But you can take the units of production over a 
given period and compare that to the total cost of operating the re- 
gional office and get an average cost per unit? 

Mr. Bannina. That is right. In 2 months out of every year we 
do conduct this detailed time study in each office to correct rates or 
to make any adjustments that need to be made between unit costs. 


COMPARISON OF UNIT COSTS BY REGIONAL OFFICES 


Senator Kitcorer. Could you furnish for the record the last com- 
plete report you had, comparative report, as between your regional 
offices? 

Mr. Bannina. I should be glad to do so. 

(The information is as follows:) 
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JOB STANDARDS 


Mr. Bannine. Another innovation we made was the introduction of 
quantitative standards of performance for some 50 jobs. Spoken in 
simple terms that means the amount of units the employee is expected 
to turn out on his task. At present we are revising the qualitative 
standards of performance, which means the number of errors that we 
will allow with the conditions under which the work has to be performed. 

Senator Kitcore. How do you check against errors? 

Mr. Bannina. We keep records and compare them periodically. 

Senator Kiirgore. Each check as issued passes on over an inspector’s 
desk to be compared with the amount? 

Mr. Bannina. Yes, sir. We have inspection, that is one of the jobs 
in our organization. 

Senator Kintcorn. I see. 

Mr. Bannina. The rate of errors permitted varies in different types 
of work. Nobody can say definitely how many errors should be allowed 
in relation to production. One employee may do fast work, and 
produce a great many errors. Now his work may not be as valuable 
as that of another employee who works at a more moderate rate of 
speed, and who is more accurate. The check is of such a nature that 
the preparation has to be very accurate. For example, the punched 
holes in the check have to be absolutely accurate, because otherwise 
the work has to be done over again. So we do not allow too many 
errors on that operation. 


INSTALLATION OF NEW EQUIPMENT 


In the past 5 years we have had a program, with the full aproval 
of the House Appropriations Committee, for the installation of 
high-speed equipment such as improved electrical signing machines, 
combination addressing and cardpunching mac chines, microfilm 
cameras and facsimile transfer posting machines. On certain classes 
of work this latter machine not only increases production, but 
decreases the error factor. We have other late types of equipment 
for use in disbursing. 

You might ask, ““‘What have you done with all this equipment?” 
A simple way to test production from year to year is to take the 
total of all employees engaged in the Division of Disbursement, 
including all operative employees, and a great majority of our em- 
ployees are in that group, all working supervisors, general supervisors, 
administrative employees and executive employees and add them all 
together. Then we divide that number into the total number of units 
produced by the Division. The calculation is rough, and it is affected 
by changes in the flow of work, and changes in the types of checks, 
but generally speaking it is indicative of the trend of our production. 


STOCK INVENTORY 


Senator Kirgore. Could I ask you a question at this point? Could 
you furnish for the record your stock inventory of material as of the 
first of this month, say, as compared to the same stock inventory of 
the same stock a year ago? 

Mr. Bannina. We have that. 
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(The information is as follows:) 


Inventory of stores in 27 regional offices of the Division of Disbursement 























Fiscal year 1950 Fiscal year 1951 
|-————————__—_ ee a Se | 
| | x N 
um- Num- ae 
Items Inventory | ber of gy ber of Remarks 
Mar. 31, | months Mar yy months 
1950 | supply | ~ i951’ | Supply 
on hand | ™ | on hand 
uincamall I. | sachaatielntas atiieit 
| | | 
Envelopes.....................] $143,380 | 2.8 | $190,045 | 3.8 | Requires not less than 3 
| months for delivery. 
Addressograph supplies 182, 406 | 4.0} 164,104 | 3.6 | Requires 3 to 6 months for 
| | | delivery. 
RAB OA i isnnocacksnncasl 138, 185 | | 6.1 | 28,002 | 5.4 | Requires 6 to 9 months for 
| | | delivery. 
Microfilm and supplies___...__| 10, 162 2.4; 10,250 | 2.1 | Deliveries now within 30 
| | | days. 
Other supplies_.......... ine | 1 41, 334 | 3.0 12, 584 | 1.7 | Requires various periods. 
Mbat A o eo ne | 415,467 |..........| 404, 985 | Ee deknleks 


1 Includes supplies for National Service Life Insurance dividend program. 
WORK UNITS PER EMPLOYEE 


Mr. Bannina. In 1945 the Division produced per employee 39,000 
items a year. By introduci ‘ing improved methods in processing work 
the average was raised every year. Next year we expect to attain 
59,000 units per employee. 


AVERAGE SALARIES 


Obviously under such conditions our unit cost would have gone 
down very substantially, had it not been that during the same period, 
1944 through 1950, Congr ess in recognition of the rising living costs 
voted five successive increases in pay to Federal employees. These 
increases, along with the Ramspeck promotions, gradually raised the 
average salary from $2,105 in 1944 to $2,954 in 1951. On the average 
each employee in the Division of Disbursement now receives $849 
more than he or she did in 1944. ‘These increases in salaries sub- 
stantially affected our cost for labor. 

During the same period the cost of other objects of expenditure, 
supplies, transportation, communications and contract services, also 
went up, as most of us are well aware. Only one item went down, the 
cost of rent for quarters, and not because rents declined, but because 
in various cities we hunted up quarters in federally owned buildings. 


UNIT COSTS PER CHECK 


With these increases what happened to the unit costs per check? 
During this same period, that is, from 1944 through 1952, the unit 
cost per check decreased from 6% cents to 6% cents, and yet we had a 
40-percent increase in the over -all cost for labor, materials, and over- 
head. These unit costs are not in doubt; they are matters of record. 
We estimated and we received our appropriation in each of the past 
5 years on the basis of these unit costs. We absorbed the increased 
cost of 40 percent and still have cut the cost of the check by half a cent. 
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This has been something rather difficult for us to get across. Most of 
these economies have had a cumulative effect; that is, they went on 
year after year, continuing for the most part to the present. Some of 
them might only have been for a program, that was in effect only for 
that year, but for the most part these economies continued, and they 
were given effect in the projected rate for 1952. 

The improvement program began to come into play shortly after 
the end of World War II]. We then had a promising field for sizable 
economies because of the shortage of manpower and equipment that 
prevailed during the war period through 1945. Very substantial 
savings were effected in the years 1946, 1947, 1948, and 1949, the 
amount increasing steadily each year through 1949. 

In the annual estimates the most recent unit cost is used so that 
by 1950 with the higher cost of labor, material and overhead the sav- 
ings were necessarily smaller, bec ause of the cumulative effect of prior 
years. We have turned back very substantial savings to the Treasury. 

L should like to point out that despite the higher cost of labor, 
supplies, and other obligations, the unit cost has been kept down, and 
in 1952 it is still going to be below the 1944 unit rate. 


DISCUSSION OF HOUSE COMMITTEE ACTION 


I want to revert back to the action of the House for a minute, 
because it would require that we make savings of $950,000, plus the 
$300,000 I mentioned to cover higher prices. I know the potential of 
my organization. I know the conditions under which we work. 
Unlike many agencies in the Federal Government which have some 
latitude to curtail or eliminate a function, the Division must continue 
in full force its functions of writing checks, effecting collections, and 
issuing bonds for the agencies it serves. ‘There is nothing that we 
can take from the inscription on any of these documents. Long ago 
they have been streamlined to the minimum consistent with business 
practices. 

ESTIMATED PROCESSING WORKLOAD 


In 1952 we know we will have to process for the Veterans’ Admin- 
istration 72,000,000 items ; for Social Security Administration 54,000,- 
000 items; for Veterars’ ‘Administration on the second dividend on 
national service life insurance, 8,000,000 items; for the Bureau of 
Internal Revenue on income tax refunds, 29, 000, 000 items, and for 
all other administrative agencies 24,000,000 items along with 2 500, 000 
savings bonds to be issued, making a total of 191,000,000 items. 


JUSTIFICATION FOR INCREASED NSLI CHECKS 


Senator Ecron. Would you be kind enough to explain to the com- 
mittee the increase in the checks relative to the Veterans’ Administra- 
tion, the anticipated increase in 1952 over 1951? 

Mr. BanninG. Yes, sir; I have that information. 

Senator Ecron. I do not believe it is quite clear as to the difference, 
page 49, 1951, 2,364,000 refund checks will be issued during that fiscal 
year. 

Mr. Bannina. You are speaking of NSLI dividend, are you not? 

Senator Ecron. Yes. 
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Mr. Bannina. The NSLI dividend is payable on the anniversar 
date of the policy in 1951, and continues monthly thereafter. e 
are just now getting in operation for the second NSLI dividend. The 
work is progressing up to a point where we expect to receive the first 
schedules from the Veterans’ Administration in a few days. We only 
have 3 months of the fiscal year 1951 to pay in this year’s appropria- 
tion, that will be April, May, and June. The number of payments 
to be made in the 3 months, averaging about 800,000 a month will 
give 2,400,000. Next year I understand the plan of the Veterans’ 
Administration, is to continue the dividend payments on the anni- 
versary date; that is, make the payments throughout the entire year 
so that there will be 8,700,000 payments. These figures were fur- 
nished us by the Veterans’ Administration, and I am sure they are 
accurate. 

Senator Kitcore. Those dividends on insurance policies? 

Mr. Bannina. Those dividends are on insurance policies. 

Senator Kitcore. How long do the GI benefits such as rations, and 
so forth, in college go? That will run out, will it not? 


DECREASE IN CHECKS FOR GI BENEFITS 


Mr. Bannine. The GI benefits will decline. According to esti- 
mates originally received from the Veterans’ Administration we will 
make payments of about 72,600,000 items, in the hearings before the 
House I reported to the Appropriation Committee that the Veterans’ 
Administration had notified us there would be a reduction in their 
volume, and you will recall that I took that figure off the additional 
volume of work which I submitted to you earlier in the hearing. 


INCREASED COST OF BLANK CHECKS 


Senator Ecron. Why is it that the unit cost on the veterans’ 
dividends would be the same with the small number of items handled 
as with the larger items? It will be more costly in fact for the 
8,700,000 units than it was for the 2,400,000? 

Mr. Bannina. I can explain that, because it is in line with the 
discussion we previously had. In 1952 we have a new element of 
cost—that is, the cost of the blank checks. If you look at that 
figure it is just about the difference in there between two and three- 
tenths of a cent for each item. 

Senator Kiregore. That is not a reimbursable item from the agency 
involved, is it? 

Mr. Bannina. No, sir; the NSLI dividend is not. 

Senator Krugore. Any of these? 


REIMBURSEMENT OF EXPENDITURES 


Mr. Bannina. At present we are receiving reimbursement only 
from two agencies, the Department of Agriculture and the Railroad 
Administration, and these are taken up in our appropriation estimate 
submitted to Congress, and no funds are requested therefor. 

Senator Kiicore. Theirs are reimbursements including the total 
cost of the issuance of the check? 

Mr. Bannina. That is correct, including the cost of the card check. 
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PERSONNEL REDUCTION 


Senator Kritcore. Now under the House appropriation they 
reduced you 271 people, is that right? 

Mr. Bannina. It would require a reduction of 276 people. 

Senator Kitcorre. The question is, can you handle the case load 
with that reduction? 

Mr. Bannina. | am very much worried about our ability to so 
operate. I foresee a situation that might arise which would be im- 
possible for us to prevent. Because of inadequate personnel, delays 
would occur in getting out checks. Such a thing has never happened 
in the Division of Disbursement before, and we hope that it will never 
happen. 

REDUCTION ON EQUIPMENT 


Senator Kiigore. Is there anything further? They have a cut 
here of $224,000 on equipment. What is that? 

Mr. Bannina. We were requested to submit a statement showing 
how the reduction made by the House would be put into effect. The 
cost for all services, such as transportation of things, communications, 
rents and other contractual services are going to remain constant. 
There is nothing we could do to cut those expenses down, but we could 
reduce expenditures on equipment. In other words, what we are 
doing is eliminating our equipment improvement program in 1952 
The amount left in there, $141,053, will just about restore machine 
breakdowns and worn-out equipment. 


REDUCTION ON TRAVEL EXPENSES 


Senator Kitgorr. What effect does the $3,000 cut on travel have 
on efficiency? 

Mr. Bannina. My own feeling is that we should extend the travel 
expenditures, but travel is an item which can be adjusted in accord- 
ance with a fellow’s purse. We felt that we might take off $3,000 
there. Some of the travel expense that we have is impossible to 
eliminate. We have disbursing officers moving from one city to 
another. We have machine breakdowns in offices; and we have peak 
loads where we have to send out trouble-shooters to organize the 
work. In addition to this we also send out periodically representa- 
tives to inspect the entire operation of our offices to insure that every- 
thing is going well. It was out of that latter category that we were 
going to cut out $3,000. 


ABSORPTION OF REDUCTION AND INCREASED COSTS 


Senator Krigore. $950,000 cut, how much of that can you absorb 
and still function? 

Mr. Bannina. I should like to point out, Senator, that we are going 
to do our best to absorb the increased cost of supplies, due to higher 
prices, which will be $300,000 and maybe more. We would not like 
to commit ourselves to absorb any greater amount than that figure. 

Senator KiLG@ore. What part of your personnel is permanent and 
what part is te mpors ary ? 

Mr. Bannine. The Gals part of the personnel of the Division 
is permanent. I will give you the exact figures in a moment. 
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During the year we expand our force to process the income-tax 
refund payments. We can do that work cheaper by taking on tem- 
porary employees and letting them go when the work is done. Right 
now we are at the peak of the income-tax period. We have 3,406 
full-time employees and 425 part-time employees. 

Senator Kitcore. The part-time employees are your temporary? 

Mr. Bannina. Yes, sir. 

Senator Kiicore. The full-time employees are the permanent 
employees? 

Mr. Bannina. There would be some of those full-time employees 
who would be temporary. 


Full-time, permanent and temporary, and part-time employees as of Mar. 31, 1951 




































































Full-time | 
Office ) | Fart | Total 
| Perma- | Tempo- | otal | 
nent rary | 
| | 
I i i ee 20 2 | 22 5 | 27 
Atlanta Aa. cis tba bine dla SMALE Ab Kitch e bene 110 | 35 | ly a re 145 
NN no a ges tn ss ad cheated sédidewdnae 91 7 Wiis. c5 a6 98 
te ei Ree ree ee Mates sees 87 | 73 | 160 7 167 
aa 5k BA de es eee Os | Wis 190 219 409 
Cleveland 68 | 47 | 115 7 122 
Columbus..-..__-_-- 65 | 10 | 75 17 92 
Dallas... __. 110 12 | ROR doi 122 
Denver... . 43 8 Be ee ar ne 51 
I Cas hs edi aanernsbeh cae 18 5 | BOF. weossedes 
Nee TT ene ee a awa okies 128 41 | 169 8 177 
a ee a ctseuesweewabned 59 14 73 19 92 
SS NR’ SEAR Sia ars 68 30 5 Fk ee 98 
BT ee tc nccciiaa rs 50 24 Pe eaten 74 
ER os ak Sains nden ceebends eo see eeeee eae 27: 109 382 | 66 448 
I Set Se tals eee aka edik Cnhieiiand 127 43 | 170 7] 177 
SE ila aan cnc sd neues encima ae < a | 32 14 46 
Mg fee oe a adeeb 75 | 34 | MP bacikdewas cs 109 
EE EN EN. tienda dedes tkccushncentnadesiun 17 6 | OF Tih ciate | 23 
NR ae al ee Relies 111 19 130 2 132 
ae Sere ee ea ddlabeie i array : 30 25 55 
St. 18008.......... ae re ee a ie a ee 89 59 148 15 163 
Total continental United States..............- 1, 861 578 2, 439 411 2, 850 
NE ois 5 oss nth ented en nthe de daca adieu dep 8 2 | BD | cccadcaee- 10 
PET fo dios caidas pod tncdastesnbahiaaeseksaml ica: ce 5  inexcnacenie 10 
IN a adhe chi ceaiAudoccatieein bch tintadde okies ilsscce cde § il) EP Bac nntkh 20 
I iia eet been paidtaaaaianeiberiaa ae 24 1 | | 9 ess 25 
Total outside United States. .-...........-...-- | 62 | 3 | 65 Swaine ss | 65 
Washington, D. O...........------------ eae. =. 9; 2 | 14 | 916 
— j= = css 
Res 5 R08 ic ee | 2, 816 | 500 | 3,406 | 425) 3,881 
' 





Senator Kiucore. I am wondering if you could give me a figuré on 
the total cost of operation for the first 9 months of 1951? 

Mr. Bannina. Yes, sir. The actual obligations incurred, we have 
them through February, and preliminary figures on March. The 
latter month will not be subject to much change. 

Senator Krrcore. Can I put this table in the record at this point? 

Mr. BANNING. Quite so. We would be glad to have it in the 
record. 
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(The information is as follows: ) 


Statement reflecting work volume and obligations by months for fiscal year 1951 
: Appropriation, fiscal year 1951 




















PueticiUvuecdudtulcsluiuesccwtbed $10, 750, 000 
‘ Supplemental appropriation, fiscal year 1951_.......-.-.-------- 300, 000 
4 es ee dunemhemnmpanio 11, 050, 000 
| Reimbursements authorized_.....:........-..----.--------...- 560, 649 
; TOs BUONO TONNE 3 ois oe. asd babi cecil cod. 11, 610, 649 
Fiscal year 1951, month wa ea Obligations 
; 1950— 
x INNES Dis cok Pen Cde dedgoude be wood maabeaton 12, 656, 428 $835, 567 
A i | 


September, actual. ....._- 
October, actual 


tals 13, 020, 295 


12, 087, 803 


905, 850 
915, 266 








als A al ae ie a ee eS a ei ao | 12, 707, 397 881, 343 

November, actual. __.___. | 12, 642, 866 895, 521 

December, actual..........-.-. 12, 688, 590 920, 954 

1951— 

> January, actual: .................- “ adie diaeael Sete otel 13, 577, 634 1, 003, 480 
: OMIN BOON ogo. os alate. kak posdbane ee bebiececiel 15, 970, 806 875, 956 
B es Ir NT aio nds ceric cncncneccstiemodenyney -| 22, 560, 223 | 1, 272, 742 
4 NI ities tettaninnceonss asseseeensappisiiaptonnpadal :| pmMMnaiT 8, 506, 679 
: eR INN LiLo esis cccscnesaneSistienseiscc--iboel = SQSNEEE ‘1, 137, 682 
3 Dany, Gbtimated . ........0.+-<-<-. es seeakanead P --| 18, 200, 000 1, 029, 613 
% June, estimated..................- “i nee. | 16, 112, 358 _ 936, 675 
4 = ma TL SP Bi 5. tad 
s EE ivcncedtantes: : pAadbdck demhdees sas ; 58, , 812, 358 | 3, 103, 970 
; RE IS dixind aeniueicnkdGuss6cins 186, 724, 400 | ‘IL 610, 649 





; NOTE. —Unobligated balance Mar. 31, 1951, $3,103,970. 

é 

: Statement of obligations of available funds—Salaries and expenses, Division of 
Disbursement, fiscal year 1951 


ft LRRD 











sail Obligations | ,, st 

By objects — | to date, . = aoe 
© | Mar. 31, 1951) — 
4 em err i isd. a FB ee : | _%, 586, 448 _%. 913, 356 z $2, 673, 092 
i Wee ac a Sd 35) GAH Dir “ae | 1, 000 | 13,0821 7,918 
2 T ransportation of things............- Sden Kiln bhikew de seal 103, 273 82, 144 | 21, 129 
3 Communication services | 61, 412 47. 538 | 13, 874 
§ Rents and utility services: 
oe Equipment . 311, 859 | 214, 162 97, 697 
3 Office ni ae 79, 655 | 74, 109 | 5, 546 
. Printing and binding 167, 464 124, 716 42.748 
rf Other contractual services - - , 7 158, 803 82, 577 | 76, 226 
a Supplies and materials__......... sd ; o 844, 235 | 646. 633. | 197, 602 
; De as <sibub : | 276, 500 302, 300 — 25, 800 
2 Refunds, awards, and indemnities ace awoke 510 —510 
9 Taxes and assessments ili Tacs ips deol ectieits 5. 552 | —5, 552 
5 Total other obligations............................. dail 2. 624, 201 | 1. 593, 323 430, 878 
s Grand total.. ae atiaeh, S ee eae -| 11, 610, 649 | 8, 506, 679 "3, 103, 970 











SAVINGS IN CURRENT YEAR 


Senator Kitcore. It looks from this second table here as though 
you will have enough money unobligated as of March 31 to run you 
through the last quarter of the year; is that right? 

Mr. Banninea. Yes, sir; we will have enough money. 
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Senator Kitcorr. Do you think you might have any savings of 
that $3,103,970 on June 30? 

Mr. Bannine. I doubtit very much. I will tell you the reason why. 
In the matter of recruitment of employees we are experiencing now the 
effect of the rearmament program. ‘The more efficient employees are 
leaving us. Personnel turn-over during the past 6 months was nearly 
twice what it was for the corresponding 6 months in the preceding 
year. The applicants who are coming to us are a little older, and 
they are a little less qualified by education and by training. They 
do not readjust themselves to the exacting requirements of disbursing 
as rapidly as the younger people do. They have to be trained, and 
during this training period they do not produce as MUCH We are 
going to have a pretty close squeeze this year. 


COMMENTS ON HOUSE COMMITTEE REDUCTION 


Senator Ectron. I might ask, Mr. Chairman, if the witness cares to 
make any comment on the report of the House committee. It is on 
page 6. I think Mr. Banning did make some reference to it. The 
committee apparently cut you $500,000. 

Mr. BanninG. That is correct. 

Senator Ecron. Then the House, when the bill came before them, 
took another $450,000, making a total cut of $950,000. Would it be 
possible for you to absorb that committee cut on the basis of the 
explanation as given in this paragraph on page 6 where they say: 

A statement submitted by the chief disbursing officer showed that the average 
unit cost of processing 198,097,940 items was $0.06035 during 1950, but that the 
estimated average unit cost of processing slightly over 202,000,000 items in 1952 
would be $0.06234, or an increase of over 3 percent. 

Mr. Bannina. I recall my discussion in the House committee 
hearing very well on that point. 

Senator Ecron. They argued that if 202,000,000 items estimated 
for 1952 were processed at the same average unit cost that the items 
were processed in 1950, savings of over $400,000 could be made and 
if the unit cost were reduced to 6 cents the savings would be almost 
$475,000. I would like to have your comment on that. 

Mr. Bannina. I would like to comment to this extent. In effect 
they did not take into consideration the fact that we had an additional 
element of cost for the card checks. 

Senator Ecron. You mentioned that. 

Mr. Bannine. Which was two-tenths of 1 percent. That is almost 
exactly the difference between the 1950 favorable unit rate and the 
1952 projected rate. 

Senator Ecron. You are positive that the committee did not take 
that into consideration? 

Mr. Bannina. They knew it. I think they meant to say “You 
should make other economies to absorb this new expense.” I do 
not know what other economies we can make. We will do whatever 
wecan. If any economies could be put into effect to absorb $400,000, 
I do not have them in mind. 
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I want to point out also that there is another item in there that was 
not discussed at the appropriations hearings before the House sub- 
committee, and that was that the base personnel cost in 1950 was 
lower than the 1952 personnel base cost by $168,000. If you put those 
two items together you get a little more than the figure we had for 
1952 of $0.0623. 


Statement of reconciliation between unit cost for fiscal year 1950 and fiscal year 1952 


Cost per item 


weimed ane: Tor feeal det 1960 6 iiss. Sees sh 5-4 del si becicn <5 $0. 0603 
New expense (card checks) in fiscal year 1952......_.....--._______- . 0025 
Higher salaries for fiscal year 1952 under Public Law Se tte . 0008 
Total_ “SU. 444 cee vases eet uae Oo Ae Ue . 0636 
Less: Savings in rent of space for fiscal ROM I0GS asi. Ses ewsus . 0005 
Cost for fiscal year 1952, including net additional expenses- --_- . 0631 
Estimated savings in fiscal year 19521!_.-..._..___..-___-_---2-_ Le . 0008 
Cost for fiscal year 1952 as shown in budget estimates_.._.......  . 062% 


1 Estimated savings totaling $161,881 in fiscal year 1952 will be realized by increasing production per 
employee from 58,000 to 59,000 items, 


Senator Kircore. Could I ask you a question at that point? 
Mr. Bannina. Certainly. 


PROMPT PAYMENTS FACTOR 


Senator Kitcorr. At previous hearings on other items of the 
Treasury bill it was brought out the fact that you are required to 
keep within 24 hours after receipt of the listings on disbursements? 

Mr. Bannina. Yes; payments have to be made very promptly. 

Senator Kricorr. And that if you do not do that there is a loss of 
discount frequently and an increase of interest sometimes? 

Mr. Bannina. We receive a large number of vouchers which are 
marked “special discount.” We have to pay them on that date; 
They are sorted out from other lots. They are paid on the day of 
receipt, so that the discount is not lost to the Federal Government. 

Senator Kircorer. How big an item is that? 

Mr. Bannina. It is not a costly item. 

Senator Kitgors. I know, but how big an item does that amount to? 

Mr. Bannina. I was talking with the Washington voucher examiner 
and she said they would run about 50 of those items a day. They 
vary in offices and at different times. We are of course required to 
make other payments currently. It would be unthinkable if some 
payments made by the United States should be delayed. Take the 
case of periodic payments such as GI subsistence allowance, pensions, 
social security, they are paid on one due date. In order that we can 
do that, and yet not have the work peak up at the end of the month, 
we start very early in the month preceding. We build up that type 
of work by processing it in advance. We store it until the due date, 
and then we release it. By this method we get the full utilization of 
manpower. In other words, we do not man our organization to hit 
a peak period; we spread out the peak by doing the work earlier in 
the preceding month. 
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STUDY OF ACCOUNTING PROCEDURES 


Senator Kincore. Does the General Accounting Office check up on 
this work? 

Mr. Bannina. They are in the Fiscal Service at present, but they 
have not released a report yet. They are mainly working on account- 
ing procedures in relation to functions of the Treasury and functions 
of the General Accounting Office. 

Senator Krtgore. Now, for instance, if you were delayed beyond 
a certain period, say, on income-tax refunds, the United States is 
charged with one-half of 1 percent? 

Mr. Bannina. Yes, sir. We have a limitation on the time. We 
have never, since I have been disbursing officer, lost any money to 
the Government because of delayed income-tax payments. That 
could happen, and it might happen if we had inadequate funds to do 
the job next year. 

(The following additional information was supplied:) 

Due principally to the streamlined procedure in vouchering refund taxes by 
the Bureau of Internal Revenue and the prompt issuance of checks therefor by 


the Division of Disbursement, interest. on tax refunds has been reduced from 
nearly $22,000,000 for the tax year 1943 to less than a million dollars. 


NEED FOR ADEQUATE FORCE 


Senator Kitgorn. That is the point I am getting at. If your per- 
sonnel were cut below a danger point, that of course might happen, 
and the Government would lose far more than it would gain. Is 
there any danger point that you could set at which that might occur? 

Mr. Banntna. That is altogether conceivable, Mr. Chairman. 
However, my fear is that an inadequate force would make itself mani- 
fest very much earlier than that time. If the appropriation did not 
provide sufficient funds so that we could discharge the work, very 
soon we would have an accumulation of overdue vouchers to pay. 
I would receive calls from regional offices saying, ‘‘Personnel not 
adequate, require services of so many grade 2 employees,” and most 
of our employees are in the lower grades. If we could not furnish 
the necessary employees, it is not inconceivable that a situation might 
arise Where many vouchers would back up unpaid. 

Senator Kitgore. You get your grade 2 employees locally, is that 
right, at the regional offices? 

Mr. Bannina. Yes, sir. The recruiting situation is not too good. 
We are getting employees, but the defense agencies are getting some 
of our best employees. 


LOW UNIT COST OF INSURANCE DIVIDEND PAYMENTS 


Senator Kitcore. One question that comes to my mind. The 
House in their report talk about the figure 3% cents on the national 
service life insurance program. Can you account for that extremely 
low cost? 

Mr. Bannina. Yes, sir. I developed that program. It shows 
what can be done by advance planning. In the national service life 
insurance dividend program we had an enormous volume of items 
concentrated in one place, 15,000,000 payments to be made in 3 or 4 
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months. The names of payees came in a long list, always in the 
same form, with an even flow every day. The Veterans’ Administra- 
tion performed part of the work, because they sent along with these 
lists punched cards which we later used in our operations. We 
installed a type of check-producing equipment suitable for this purpose 
known as, facsimile transfer posting. We received from each em- 
ployee engaged on this machine from 6,000 to 7,000 impressions a day 
against an average of about 1,000 impressions which we would have 
received had the work been typed. We had a very high degree of 
specialization; we had careful inspection and we had fine facility for 
doing the work. As a result of all those things compounded we came 
out with a cost of 3% cents. That is the lowest cost the Division 
ever attained. To attain those costs you have to have conditions 
which will permit large-scale operations conducted under the princi- 
ples of mass production. It was the ideal installation for that pro- 
gram. We do not have that in 1952. 

Senator Kixtgore. Then part of that work was really done by the 
Veterans’ Administration? 

Mr. Bannina. Part of the work was done by the Veterans’ Admin- 
istration; they punched the cards. The Veterans’ Administration sent 
us schedules, and along with those schedules were punch cards which 
had information punched thereon as to the amount payable to the 
veteran, the date it was to be paid, and the check number. When 
those cards came to us, after we had transfer-posted the name of the 
veteran onto the check, the checks moved along to the next operation 
where the number of the check and the number of this punch card 
were collated, and the holes in the punch card were reproduced, as it 
is called, into the check. We did not have to do that individual 
punching and that was one of the reasons for our saving. 

Senator Kiucore. | see. 


INTEREST ON INCOME-TAX REFUNDS 


Senator Ecron. How long can those refund checks go before 
interest is charged? 

Mr. Bannina. You mean the income-tax refunds? 

Senator Ecron. Yes 

Mr. Bannina. I think interest becomes due 30 days after the 15th 
of March. We generally finish the program by that time, April 15. 

Senator Ecron. You have it all set up? 

Mr. Bannina. Sometimes the Bureau of Internal Revenue does not 
get all of the work to us, but all work which is scheduled to be paid 
by the 15th is paid by the 15th. 

Senator Kirgore. Then that low cost resulted from two basic 
reasons, one was that a part of the work was actually done by the 
Veterans’ Administration? 

Mr. Banninea. That is correct. 

Senator Kiicore. The other reason was the fact that here was a 
great mass of identical work except as to amounts which could be 

varefully planned and carefully screened through to get the greatest 
efficiency out of the individual employee? 

Mr. Bannine. That is correct. 
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Senator Kincorr. That was what got the cost down to the figure 
of 3% cents? 
Mr. Bannina. Yes, sir. 


RENTAL OF EQUIPMENT USED ON INSURANCE DIVIDEND WORK 


Senator Kitcorn. What are you going to do with that specialized 
equipment you used for that service? 

Mr. Bannina. That specialized equipment is rented. I may say 
that that same type of equipment is being used in connection with the 
income-tax refund payments. It is producing very satisfactory 
results. The cost of the income-tax refund checks averages about 
4% cents. 

Senator Kitcore. Is that the type of equipment that you have to 
rent? 

Mr. Bannina. We have to rent that equipment. 

Senator Kitcore. And you are unable to buy it? I know a lot of 
this equipment, you are unable to buy it. 

Mr. Bannina. That equipment is rented from the same company. 

Senator Kingorr. What are your retitals on that equipment? 

Mr. Bannina. $50 per month per machine. 

Senator Kincorre. How many machines do you have? 

Mr. Bannina. The dividend program involved 32 machines for 
about 3 or 4 months. In the income-tax program throughout the 
country, notably the larger cities such as New York, Chicago, Phila- 
delphia, Washington, and so forth, all told on income tax work we 
are renting 108 machines. 

Senator Kirgorre. Would you put in the record how much has been 
expended in rental of specialized equipment during the fiscal year up 
to date? 

Mr. Bannrn@. I should be glad to. 

Senator Kitcore. For the first 8 months, because I imagine you 
rent them by the month, and the rental starts the 1st of the month, 
You can insert that in the record later. 

Senator Ecron. Will these machines be used in processing this 
8,700,000 dividend checks in 1952? 

Mr. Bannina. Yes, sir. 

Senator Ecron. These same machines will be used? 

Mr. Bannina. They are the same machines. 

Senator Ecron. The Veterans’ Bureau, will they send these punch 
cards all set up to you? 

Mr. Bannina. They will send the cards to us. Of course we do 
not have the opportunity for a spectacular showing in 1952 because 
we only have 8,700,000 items to process. The payments, in place of 
being concentrated in 3 months, are spread over a year, so that there 
would be about 700,000 a month. This would be the equivalent of 
about 32,000 to 35,000 items a day as against 200,000 a day in the 
other program. 


RENTAL OF EQUIPMENT AND SPACE 


Senator Kitcore. We will insert this table on the rental of equip- 
ment and space in the record at this point. 
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+ ry. ° ‘ 
4 (The table is as follows:) 
q Rental of equipment and B apes, fro year 1951 uly 1, 1950—Mar. 31, 1951) 
¥ ss andienidennnsnttiatiitials re a im = nian R = Seleahaisicioags a 
: } 
y ates ho Tabulating| Transfer Miscella- Total | Spaceand| Grand 
; Regional office }equipment | posting neous | equipment utilities total 
. | Fac 
| 4 Albuquerque } $2,574.00 |. | | $2,574.00 $2, 574. 00 
ba Atlanta 7, 619. 76 $990. 00 | | 8, 609. 76 8, 609. 76 
ft 4 Birmingham 7, 907. 16 330. 00 | $112. 5 8, 349. 66 | $19, 581. 41 27, 931. 07 
pe Boston 7, 049. 34 1,815.00 | 8, 864. 34 | 274.43 | 9, 138.77 
y Chicago 14, 630. 00 1,815.00 | 16,445.00 | 39,988.02 | 56, 433. 02 
a Cleveland } 9, 223. 50 1, 397. 00 | 10, 620. 50 | } 10, 620. 50 
: Columbus | 6, 469. 83 825. 00 | 7,294.83 | 1,847.22 | 
4 Dallas | 6, 469. 83 825.00 | 7, 294, 83 | 
z Denver 3, 069. 00 165. 00 | 3, 234. 00 | 
i Helena 2, 574. 00 2, 574.00 | | 
é Honolulu 
“ Juneau | | 
; Kansas City | 10, 249. 25 825. 00 | 11,074. 25 | | 11,074. 25 
Los Angeles 5, 714. 49 660. 00 6, 374. 49 | 6, 374. 49 
Manila 134. 66 134.66 | 1,585.57} 1,720.23 
; Minneapolis | 5,533.00 1,320.00 |-- | 6,853.00 | 10,832.66 | 17,685.66 
¥ New Orleans 4, 567.75 8. 33 4, 576.08 | 4, 576. 08 
New York 20, 037. 89 3, 025. 00 45. 00 23, 107. 89 | 23, 107.89 
Philadelphia | 10,404. 16 | 990.00 | 11, 394, 16 11, 394. 16 
Portland 2, 895. 75 | 2, 895, 75 2,895. 75 


Richmond 6, 460. 66 403. 34 6, 864. 00 : 6, 864. 00 
Salt Lake City 2, 128. 50 , 128. 50 > 5 

San Francisco |} 6,534.00 660. 00 7, 194. 00 
San Juan | 4 
Seattle 3, 019. 50 3,019. 50 3, 019. 50 
St. Louis 7,239.83 | 1, 485.00 8, 724. 83 8. 724. 83 


300. 49 | 170, 202. 03 74, 109. 3 


125. 23 43, 959. 


Subtotal 152, 371. 20 
Washington, D.C 


| 244, 311.; 
45 | | 43, 959. 45 





Grama total. sin <.scescd 192,928.75 | 20,807.01 25.72 | 214, 161. 48 74, 109. 3 288, 270. 79 
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Senator Kinrcore. Is there anything further that you gentlemen 
wish to present? 





q Mr. Bannina. I think not, Mr. Chairman. 
; Senator Kircore. Thank you very much, gentlemen. 


We will recess subject to tne call of the Chair. 
(Whereupon, at 5:40 p. m., Wednesday, April 11, 1951, the sub- 
committee recessed subject to ‘the call of the Chair. ) 
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